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RAILROAD UNEMPLOYMENT INSURANCE ACT 


MONDAY, MARCH 3, 1952 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, dD. C. 


The committee met at 10 a. m., in room 1334, New House Office 
Building, pursuant to call, Hon. Robert Crosser (chairman) presiding. 

The CuarrMan. The committee will please be in order. 

The hearing this morning is on H. R. 6525, a bill to amend the 
Railroad Unemployment Insurance Act. I have a report on the 
bill by the Railroad Retirement Board and the Federal Security 
Agency, which will go into the record at this point. 

(H. R. 6525 and the reports above referred to are as follows:) 


[H. R. 6525, 82d Cong., 2d sess.] 
A BILL To amend the Railroad Unemployment Insurance Act 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 2 of the Railroad Unemployment 
Insurance Act, as amended, is amended by substituting for the table appearing 
in subsection (a) thereof the following: 

Column 
Il Daily 

“Column I benefit 
Total compensation rates 
$300 to $474.99_______- ee ; ; a 
$475 to $749.99______- a a ee x 2 3. 50 
$750 to $ ° ; ee : 4. 00 
$1,000 to $1,299.99 es RT hh tie ing tN 4. 50 
$1,300 to $1,599.99_ __- i Roy ee ee 5. 00 

ake = . ea : 5. 50 
$2,000 to $2,499.99_______- 6. 00 
$2,500 to $2,999.99 : ete _ . ‘ F 6. 50 
$3,000 to $3,499.99 . 00 
$3,500 and over ge enetege . 50” 


Sec. 2. The amendment made by this Act shall become effective with respect 
to benefit vears beginning on and after July 1, 1952. 


Unitep STares Or AMERICA, 
RatLrRoAD RetTrREMENT Boarp, 
Chicago 11, Ill., February 26, 1952. 
Hon. Robert Crosser, 
Chairman, House Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington 25, D. C. 

Dear Mr. Crosser: This is a report on H. R. 6525, which you introduced in 
the House of Representatives on February 11, 1952, and which was referred to 
your committee for consideration. 

The bill would substitute a new table of benefit rates for that now appearing 
in subsection (a) of section 2 of the Railroad Unemployment Insurance Act. The 
new table provides for 10 daily benefit rates, beginning with $3 and increasing by 
50-cent intervals to $7.50; at present there are nine daily benefit rates, the lowest 
being $1.75 and the highest $5. The compensation ranges to which the various 
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rates would be applicable are somewhat different from those provided for in t! 
table now contained in the act. In the new table the lowest compensation ran 
is from $300 to $474.99, while the highest is $3,500 and over; at present the lowes: 
range is from $150 to $199.99, and the highest is $2,500 and over. 

The board favors the enactment of this bill. Except for the addition of the iw 
highest compensation ranges in 1946, the table of benefit rates in the act has 1 
been changed since 1940. Since that time, in order to meet the rising cost 
living, wages have increased to such an extent as to make unnecessary any co! 
pensation range beginning with less than $300 and to require, on the other han: 
a revision and liberalization of the benefit scale, in the manner proposed in H. |: 
6525, in order to eliminate the disparity between wages and existing benefit rat: 

Moreover, for the calendar year 1951 the average weekly benefit amount f 
all States was $21.08 as against $17.41 under the Railroad Unemployment Insu: 
ance Act. The bill, if enacted, would gave the effect of brining the average wee! 
ly benefit amount under the Railroad Unemployment Insurance Act to slight!) 
above the States’ average for the calendar year 1951. This slight advantay 
however, would not be of long duration because the States’ 1951 average does no: 
reflect for the entire year the increases provided in some of the States during thy 
year (in the State of Illinois the increased rate will not be effective before Apri! 
1952), and because of governors of some States have recently recommended in- 
creases in unemployment benefit rates and the legislatures of other states are now 
considering such increases. 

The attached copy of a letter from the President of the United States to Senator 
Blair Moody, dated February 18, 1952, in reply to Senator Moody’s letter o 
February 5, 1952, is marked “Exhibit A’’ and is made a part hereof. In his lette: 
the President said, among other things, that most State benefits are inadequat 
and should be raised. 

During the hearings on February 19, 1952, before the Senate Committee o: 
Finance on 8. 2504, the Honorable Maurice J. Tobin, Secretary of Labor, con- 
firmed the President’s views with regard to the inadequacy of the benefit rates 
in the States and the need for increasing such rates. Further, in discussing the 
reasons for the States’ failure to maintain benefit rates in relation to wages 
Secretary Tobin quoted from the report of the House Committee on Ways and 
Means on the original Social Security Act of 1935 to the effect that originally each 
State feared that an unemployment insurance law would place its industries ir 
competition with industries of States which did not have such laws and that the 
purpose of the Federal tax was to equalize interstate competition, that is, to enabl 
each State to enact an unemployment insurance law without fear of placing its 
industries at a competitive disadvantage with industries of other States. How 
ever, the Secretary stated, in effect, that because of the operation of the merit 
rating system, the primary purpose of an unemployment insurance law (to provid: 
adequate benefits) has since been lost sight of by the States in their efforts to keep 
costs down. Pointing cut that this in turn reestablishes the same competitior 
which existed in 1935, the Secretary stated: 

“* * * the variation among States in benefits and in employment taxe- 
has brought back the same competitive condition among the States. The Federal! 
Government’s responsibility is basically the same now, to assist the States to hav: 
adequate unemployment insurance systenw, as it was in 1935; to assist them t 
bave uneinployment insurance systems at all. What was done then by th 
Nation-wide employment tax has to be sought now by Nation-wide standards s\ 
that no State is prevented from paying benefits by fear of handicapping its em 
ployers in competition with industry in other States. 

“Now, way back in 1935 all of the States were collecting 2.7 percent, and t! 
benefits generally over the country were fairly generous in relation to wages 
compared with those paid today, and the reason is that subsequently the 2.7 
percent ceased to be an even payment over the Nation through the operation o! 
a merit rating system; and now you find inadequate payments in States due to 
the endeavor to keep charges by the respective States down.” 

The Board is convinced that the changes in the act proposed in H. R. 6525 would 
not require any change in the provisions of section 8 of the act relating to con- 
tributions. Actually, it seems likely that for some years contributions would 
remain at the present minimum rate of one-half of 1 percent. However, if 
that minimum rate should eventually prove insufficient, the contribution rate 
would rise automatically, and the present provisions of section & permit it to rise 
to a level sufficient to provide all funds which could be needed under any reasonabl 
foreseeable circumstances, 

It may be noted that, since the elimination of the lower compensation rangeo 
would clearly raise the qualifving amount to $300, it would seem advisable t> 
substitute “$300” for “$150” in section 3 of the act. 
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One member of the Board dissents from this report and his dissenting views 
are set forth below. 

Time has not permitted submission of this report to the Bureau of the Budget. 
When we have received the comments of that Bureau, we shall forward them to 
vou. 

Respectfully sumbitted. 

WitiiaMmM J. KenNepy, Chairman. 

(Attachment: Exhibit A.) 


DISSENTING Views or F. C. Squire, MempBer, Rar~tRoAD ReTiREMENT BoarRp 


| dissent from the above report by the two other members of our Board. 

|] am opposed to the bill, H. R. 6525. It would increase by $25,000,000 or 
$30,000,000 a vear the payments for unemployment, sickness, and maternity 
benefits to the 24 percent of the Nation’s workers who are in the railroad industry, 
and raise such benefits to a level far above that applying to the 55 percent covered 
by State laws, and far above the level recommended by the Ways and Means 
Committee (H. Rep. 871, 82d Cong., Ist sess.) for the 3 percent who are 
Federal Government employees. It is to be remembered that no similar benefits 
are provided by any State or Federal law for the remaining 39 percent of the Na- 
tion’s workers. 


PROVISIONS FOR HIGHER DAILY RATES AND OTHER LIBERALIZATIONS HAVE IN- 
CREASED UNEMPLOYMENT BENEFITS AS MUCH AS WAGES AND THE COST OF 
LIVING SINCE THE ORIGINAL RAILROAD UNEMPLOYMENT INSURANCE ACT OF 
1938 


Railroad beneficiaries who became unemployed in the fiscal year 1951 were 
paid $23,719,000, excluding sickness and maternity benefits. A study made by 
members of our staff at my request indicates that with the wages in effect in 1938 
and under the provisions of the original 1938 Railroad Unemployment Insurance 
Act the beneficiaries of the fiscal year 1951 would have received approximately 
$9,800,000. This indicates that the automatic effect of changes in wage rates 
and the changes in the benefit rates and other liberalizations that have taken 
place in the Railroad Unemployment Insurance Act from the time of the original 
1938 act to the one now in effect, have increased benefits, based on the pattern of 
inemployment in fiscal year 1951, by about 142 percent. As compared with 
that increase, full-time weekly or monthly wages have increased about 120 per- 
cent and cost of living as measured by the Consumers’ Price Index has increased 
about 89 percent. 


PRESENT RAILROAD UNEMPLOYMENT INSURANCE ACT IS MORE LIBERAL THAN 
STATE LAWS 


\bout 35 percent to 40 percent of the benefits normally paid under the Railroad 
Unemployment Insurance Act are for sickness and maternity. Only four States 
have laws for the payment of sickness benefits and those laws provide for the 
employees to pay all or part of the cost of sickness benefits. In contrast, the 
Railroad Unemployment Insurance Act provides sickness and maternity benefits 
for railroad employees Nation-wide and requires that the entire cost be borne by 
the railroads. Consequently, the Railroad Unemployment Insurance Act, in 
providing such sickness and maternity benefits entirely at the employer's expense, 
is already much more liberal than the State systems, to the extent of about 
$28,000,000 ($26,000,000 sickness and $2,000,000 maternity) per year. 

Turning now to a comparison ef only unemployment benefits. A common 
comparison, because simple and readily available, is between the average of 
weekly benefits paid all groups of beneficiaries under the State laws and the 
average for all groups of beneficiaries under the railroad law. For example, 
under State laws the average weekly benefit for total unemployment for the calen- 
dar year 1950 was $20.76 (table 18, Statistical Supplement, Labor Market and 
kmployment Security, April 1951), whereas under the railroad law the average 
for total unemployment, excluding sickness, for the fiscal year 1951 was $17.38. 
The comparison of $20.76 with $17.38 would seem to indicate that the railroad 
schedule of benefits is lower than the average of the State schedules. However 
such conclusion would be unwarranted. It is a well-known principle of statistics 
that conelusions based on mere averages must be reached with caution. The 
trouble here is that these two averages are not based on the same proportions of 
low and high earners. An illustration is the average weekly payments under the 
Railroad Unemployment Insurance Act. In the fiscal year 1951, the average 
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paid for a week of total unemployment was $17.38 and for sickness $22.02. Merely 
looking at the $17.38 and $22.02 might lead one unfamiliar with the act to think 
that the daily rates for sickness are higher than for unemploynaent. 

The fact is, of course, that the act prescribes a single schedule of daily rates, 
applicable to both unemployment and sickness, no more liberal foe one than for 
the other. The difference between the $17.38 and $22.02 weekly averages is due, 
not to the sickness daily rates being higher than the unemployment daily rates, 
but to the fact that a much smaller proportion of the unemployment beneficiarie- 
drew benefits at the maximum rate than was true of the sickness beneficiaries 
For example, of the unemployment beneficiaries only 24 percent were in the top 
($5) bracket whereas 68 percent of the sickness beneficiaries were in that bracket 
For the same reason the comparison of a grand average of the States (such as 
$20.76) with a grand average of the railroad system (such as $17.38) is misleading. 
The $20.76 is based on 54 percent (table 18, statistical supplement, Labor Market 
and Employment Security, April 1951) in the top bracket; the $17.38 on only 24 
percent in the top bracket. 

Inasmuch as the simple, over-all averages are not properly comparable, we 
must look at the underlying detail. Of the information available for the States, 
the provisions of State laws including any legislative changes made up to Decem- 
ber 1, 1951, even if not effective until later, as tabulated on pages 13, 14, and 15 
of the Social Security Bulletin of December 1951, appear to be the most readily 
usable. Averages with respect to the more important provisions of those State 
laws (including those of the District of Columbia, Alaska, and Hawaii) are com- 
pared in the table below with corresponding provisions of the present Railroad 
Unemployment Insurance Act and with the provisions proposed in H. R. 6525. 
Allowances for dependents are omitted from the following table because only 
11 States have such provisions and because the amounts they pay for dependents 
constitute only about | percent of the total paid by all States for unemployment. 





States | 
pe! es Railroad 
Provision present | H, R, 6525 
Simple Weighted law 
average 


Minimum weekly benefit for total unemployment___- $7. 26 $8.58 $8, 75 | 
Maximum weekly benefit for total unemployment. - - $24. 50 626. 45 $25 
Maximum total benefits payable in benefit year $552. 90 | $647. 00 $650. 00 | 
Maximum weeks of total uuemployment payable 22 24 26 

| 


1 Weighted averages were obtained by weighting according to number of beneficiaries in the calendar 
year 1950, 


OTHER RESPECTS IN WHICH THE PRESENT RAILROAD UNEMPLOYMENT SYSTEM IS 
ALREADY MORE LIBERAL THAN THOSE OF THE STATES 


1. All State laws prohibit the payment of unemployment benefits to strikers. 
Radically contrary is the railroad unemployment system under which, in prac- 
tically all cases, strikers are paid unemployment benefits. If the act is to be 
amended, certainly the payment of benefits to strikers should be prohibited the 
same as in all the State laws. 

2. Of the four States that have sickness (temporary disability) laws, three of 
them specifically prohibit payment of benefits for maternity, and while the other 
provides for sickness benefits in maternity cases, it is for a shorter length of time 
than the railroad unemployment insurance law, and is at the expense of the 
employees. In contrast, the Railroad Unemployment Insurance Act provides for 
Nation-wide payment of maternity benefits. These average about $535 per case, 
and aggregate about $2,000,000 per year. About two-thirds of the women do 
not return to work. The entire cost is on the railroads. I have never heard any 
railroad man attempt to justify this maternity provision. If the act is to be 
amended, the maternity provision should be eliminated. 

3. Under most State laws the taxpaying employer can under certain conditions 
object in the administrative proceedings and also obtain court review if he thinks 
that payments of certain unemployment benefits to his employees, or former 
employees, by the State agency are contrary to the State law. Under the Railroad 
Unemployment Insurance Act, the taxpaying railroad employer does not have 
that right, according to the decision of the Court of Appeals for the Seventh Cir- 
cuit in Railway Express Agency, Inc. v. Kennedy et al. (189 F. 2d 801, certiorari 
denied in 342 U.S. 830). 
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4, Under the railroad law a man who quits a job without good cause, or who 
refuses to accept suitable work is disqualified from receiving unemployment 
benefits for 30 calendar days. All States have related provisions. In some of 
them the disqualification is complete. In a great majority of the others the 
disqualifying period is much longer than 30 days (pp. 11, 12, Statistical Supple- 
ment, Labor Market and Employment. Security, April 1951). 

5. All States disqualify for varying lengths of time a man who has been sus- 
pended or discharged for misconduct. The railroad law does not disqualify, but 
on the other hand, pays unemployment benefits in such a case just the same as 
if the man had been laid off due to lack of work. 

6. Practically all State laws provide that in cases of partial unemployment no 
benefits are payable when the earnings from part-time employment equal or exceed 
the weekly benefit amount. 

Where they fall below such amount the benefit is reduced by the amount of the 
part-time carnings less an amount varying by States but averaging about $3.50, 
designed to serve as an incentive to a man to continue part-time work. For 
example, a man otherwise entitled to the typical State maximum of $25 weekly 
benefit, who worked i day a week earning $13, would be paid an unemployment 
benefit for that week of $25 reduced by earnings of $13 plus the incentive of 
$3.50 or $15.50. The railroad law is more liberal. It pays in 2-week periods, 
and would pay the above man who worked a day each week, 10 days less 2 days 
worked, or a net of 8 days at $5 (the present maximum) per day, or $40 for the 
2-week period. That is, $20 per week compared with the typical State payment 
of $15.50. As a second example, suppose a man worked 2 days a week at $13 a 
day. Under the typical State law he would get no unemployment benefits because 
his weekly earnings of $26 would exceed the State unenmployment maximum 
benefit of $25. Under the railroad law, however, if similarly qualified for the 
top-bracket rate of $5 per day, he would get $15 per week (10 possible comptnsable 
days in a 2-week period less 4 days worked leaves 6 actually compensable days 
at $5). 


LIMITATION OF MAXIMUM BENEFITS IN STATE LAWS NOT CONTAINED IN THE 
RAILROAD LAW 


In most States the maximum amount of benefits, in addition to being restricted 
to a certain number of weeks, is further limited to a certain maximum proportion 
of the base-year earnings. The most general limitation is that total benefits 
shall not exceed one-third of the total base-year earnings. There is no such 
restriction in the Railroad Unemployment Insurance Act. Under the present 
schedule of payments in the Railroad Unemployment Insurance Act, a relatively 
small proportion of beneficiaries (around 10 percent in 1950-51) actually receive 
more than one-third of their base-year earnings. With the schedule of rates 
proposed by H. R. 6525, however, it would be possible for beneficiaries paid at 
all but the highest three rates to receive more than one-third of base-year earnings 
in benefits. At the lower rates in the proposed sched le the benefits are entirely 
out of proportion to the base-year earnings, going up as high as 130 percent of the 
base-year earnings for an employee with base-year earnings of $300. The fol- 
lowing table shows the number of beneficiaries in 1950-51 with base-year earnings 
of 8300 to $1,200 who exhausted benefit rights, the benefits they would receive 
under the proposed schedule, and the percent these benefits would have been of 
their base-year earnings. 


Proposed maximum benefits 
Number who 
drew benefits 
for 26 weeks Percent of 
fiscal year 1951 Amount base-vear 
earnings 


Base-year earnings 


$300 to $474 j 1, 480 $390. 00 . 130-82 
$475 to $749 — 1, 620 155. 00 6-61 
$750 to $999 d 1, 480 A420. 00 69-52 
$1,000 to $1,299 1, 460 585. 00 58-45 


At least 20 percent of all beneficiaries during fiseal year 1951 would have received 
more than one-third of their base-vear earnings if the proposed schedule had been 
in effect. 

Respectfully submitted. 

F. C. Squire, Member. 
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Exuipsir A 


For immediate release February 18, 1952. 
OrFice OF SENATOR BLAIR Moopy, 
February 5, 1982. 
The PresIDENT, 
The White House, Washington, D. C. 

My Dear Mr. Presipent: As you know, the national need for increasing our 
military strength, as an indispensable factor in averting general war, has resulted 
in a severe cut-back in the amount of metal that can be used by industry for 
civilian production. 

Perhaps the hardest hit of all communities by this situation is industrial Michi- 
gan; therefore | have devoted my efforts to a solution. But there are other com- 
munities in the same unfortunate position; a condition of substantial unemploy- 
ment at a time when the Nation generally is producing at a high rate and more than 
61,000,000 people are employed in our Nation. 

With Governor Williams, I have called this situation to the special attention of 
Mobilizer Wilson and Administrator Fleischmann and together they have given 
us vigorous cooperation. 

The ceiling on the number of automobiles to be produced in the second quarter 
of 1952 has been lifted from 800,000 to 930,000 cars and I am urging additional 
metal allocations to achieve at least that figure or exceed it. A new manpower 
directive, No. 4, has established the policy of placing defense contracts in surplus 
labor areas on a negotiated basis. A special task force has been set up to channe! 
defense work into Detroit and other areas where there is a disproportionate amount 
of “defense unemployment.’’ And other actions are being taken, all to create 
more jobs where they are most needed and to use our productive facilities to the 
maximum degree. 

However, in a period of semimobilization such as this, certain dislocations in 
the industrial structure are inevitable. Despite the best we can do, there will be 
substantial unemployment in some areas for some months to come. Particularly 
at present prices, the State systems of unemployment compensation are entirely 
inadequate. The national average payment is $21 a week. In these days, no 
one ready and able to work, now deprived of his job because of national need, 
should be forced to eke out an existence for his family on $21 a week, as Iam sure 
you will agree. 

I have therefore introduced in the Senate, in company with 14 other Senators, 
and Representative Dingell has introduced in the House, a bill known as 8. 2504, 
which would provide a temporary Federal! augmentation of State payments during 
the emergeney period. 

This measure in nowise attempts to change or review the unemployment com 
pensation system on a permanent basis. It is an emergency measure, designed to 
prevent injustice and avert suffering during the mobilization period. 

I am enclosing a copy of 8. 2504. I would appreciate vour reading it, making 
any suggestions you may have to perfect it (it has already been through nine 
drafts), and letting me have your opinion regarding it. 

Should you be able to lend this measure your support, | believe vou would be 
acting to provide equity for families heavily hit by the conversion, and to assist 
in the stabilization of the entire economy. 

With best wishes, 

Respectfully yours, 
Brain Moony, ('nited States Senator 


Tue Ware House, 
Washington, February 18, 1952. 
Hon. Biatr Moopy, 
United States Senate. 

My’ Dear Buarr: I have your letter concerning 8. 2504, the bill providing 
supplementary Federal benefits to raise unemployment compensation benefits 
in those States having areas with substantial amounts of unemployment. 

I have looked over the bill with a great deal of interest, and have talked with 
the Secretary of Labor about it, although I have not been able to study it in 
enough detail to express views on all its specific provisions. But generally speak- 
ing, it seems to me that you are on the right track. 4 

We are facing a paradoxical situation right now. Across the country, generally, 
production is booming and employment is very high. Yet in some industries, 
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affecting particular localities more than others, unemployment has been increasing 
sharply. The national mobilization effort is undoubtedly a factor in both situa- 
tions. 

The defense program has not been the only factor leading to fewer jobs in some 
localities, but it certainly has contributed to that result. There is no more dra- 
matic illustration than the situation out in Michigan today. You are quite right 
to be worried about it. We are all worried about it. Naturally, our main effort 
has to be to find useful and productive jobs for all the unemployed who need and 
want work. But I agree that the Federal Government should help make sure 
that the people who are losing jobs right now are not penalized by the inadequacy 
of State unemployment benefits. 

$. 2504 proposes to correct that inadequacy on an emergency basis, by using 
Federal funds to supplement State unemployment benefits. This approach seems 
reasonable to me, as a short-run solution, until the States can act to increase the 
benefits paid out of their own insurance trust funds. Most State benefits are 
plainly inadequate. They should be raised—emergency or no emergency. But | 
am afraid there is no practicable way to raise them quickly to meet the present 
situation, except through the device of Federal supplementation. We have had 
plenty of experience to demonstrate that the States themselves simply cannot or 
will not act fast enough. 

Of course, this kind of stopgap emergency action is not a substitute—and I am 
sure you do not regard it as a substitute—for the general basic improvements in 
unemployment insurance which I have been urging on the Congress for several 
years. If those improvements had been in effect today, there would be far less 
need for emergency Federal action. In the long run, the present State systems of 
unemployment insurance will have to be substantially improved and expanded to 
give us an up-to-date, effective program. And in the long run, the primary 
responsibility of the Federal Government should be to make sure this gets done. 

I hope these comments will be helpful to you. I believe very strongly that this 
Government has a positive obligation to combat unemployment everywhere and 
all the time. And we have a duty to give our workers and their families a decent 
measure of protection against the loss of earnings that unemployment brings. 

Sincerely yours, 



















Harry 8S. Truman. 












FrEpERAL Securiry AGENCY, 
Washington, March 3, 1942. 





Hon. Ropert Crosser, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 24, D. C. 

Dear Mr. CuatrrMan: This letter is in response to your requests for reports on 
H. R. 6525, H. R. 6588, H. R. 6605, H. R. 6758, H. R. 6783, H. R. 6800, and 
H. R. 6806, bills to amend the Railroad Unemployment Insurance Act. 

These bills would provide for increasing railroad unemployment and sickness 
benefits 
The changes made by the bills from the existing law are as follows: 













Daily benefit rate Daily benefit rate 






Base-year compensation 





Buse-year compensation 








Present law) H. R. 6525 Present law) H. R. 6525 
$150 to $199.99 $1.75 - $1,300 to $1,599.99 $3.50 | $5.00 
$200 to $299.09__ 2.00 $1,600 to $1,999.99 100 5.50 
$300 to $474.99... 2.00 $3.00 $2,000 to $2,499.99 4.50 6.00 
$475 to $749.99. __ 2.25 3.50 $2,500 to $2,999.99 4.00 6.50 
$750 to $999.99 2.50 1.00 $5,000 to $8,499.99. __. 5. 00 7.00 
$1,000 to $1,299.99 3.00 1) $3,500 and over. 5.00 7.50 







According to the Railroad Retirement Board, the average daily benefit: in 
November 1951 for first payments for unemployment benefits was $3.40 and for 
sickness benefits $4.67. At the end of November 1951, the balance in the unem- 
ployment insurance account was $762 million. This amount in the reserve fund 
is a equivalent to about 5 vears of benefit payments at the fiscal 1950 expenditure 
rate and to over 10 years of benefits at the fiscal 1951 rate. 

Benefit provisions of the Railroad Unemployment Insurance Act were last 
amended in 1946. Since that time wage rates in the railroad industry have risen 
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from $1.15 an hour to about $1.80 an hour and the consumer price index has in- 
creased from 139.5 to 188.6 (November 1951). As a result, benefits are a much 
smaller proportion of the regular wages of beneficiaries than they were 6 years 
ago, and they meet the needs of railroad employees less adequately in periods of 
unemployment and sickness. 

In view of the inadequacy of the existing benefit payments and the favorable 
status of the fund we recommend that the benefits be increased. In our opinion, 
it would be desirable, in the case of beneficiaries who have dependents, to provide 
for dependents’ allowances in addition to the increased basic benefits provided in 
the present bills. Eleven State unemployment-insurance laws now provide for 
such dependents’ benefits. 

There is one technical defect in the bills. In order to make the qualifying con- 
dition in section 3 (a) of the Railroad Unemployment Insurance Act conform 
with the schedule in section 2, either section 2 should be amended to include 
classes of beneficiaries with base-year compensation of $150 to $299.99 or section 3 
should be amended so that the qualifying compensation will be $300 instead of 
$150. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to vour committee. 

Sincerely yours, 
al Joun L. THurston, 
Acting Administrator. 


The Cuatrman. The first witness this morning will be Congressman 
Withrow. 


STATEMENT OF HON. GARDNER R. WITHROW, A REPRESENTA- 
ATIVE IN CONGRESS FROM THE STATE OF WISCONSIN 





Mr. Wirnrow. Mr. Chairman and gentlemen of the committee, 
I am not going to belabor the committee with testimony relative to 
this. I am supporting Mr. Crosser’s bill. I introduced a measure 
similar to this, because it was my desire to show that there is real 
interest in this question of amending the Unemployment Insurance 
Act and there is a real necessity for it. 

I understand that benefit payments have lagged as the cost of living 
has gone up; likewise that the amount paid by the carriers into the 
fund in 1948 was changed from 3 percent to 1's percent and I under- 
stand that the provisions of this bill, Mr. Crosser’s bill, would not in 
any way necessitate any increase in that tax for probably 10 vears. 
So, I do want to appear as being very much in favor of Mr. Crosser’s 
bill. 

It is particularly necessary that the benefits to be paid should be 
materially increased as the benefits under the present Unemployment 
Insurance Act have lagged behind during the increases in commodity 
prices and wages. We also have railroad workers whose unemploy- 
ment has been caused by dislocations in the economy during the pres- 
ent national emergency. In my opinion. there is more need for the 
passage of Mr. Crosser’s measure, H. R. 6525, than at any other 
period in recent years. 

[ introduced an identical bill, H. R. 6605, only because it was my 
desire to indicate to the committee that there is real interest in amend- 
ing the Unemployment Insurance Act and that there is, also, a grave 
necessity for its amendment. However, | am wholeheartedly sup- 
porting Mr. Crosser’s measure. 

Mr. Crosser’s measure would boost the daily minimum from $1.75 
to $3 and boost the maximum daily benefit from $5 to $7.50. It is 
estimated that this increase in benefits would not result in any increase 
in tax on the carriers for at least 10 years. 
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Speaking of the tax, in 1948 the railroad organizations were suc- 
cessful in getting through Congress an amendment to the act which 
reduced the tax paid by ‘the carriers for unemployment insurance from 
3 percent to one-half of 1 percent. Over the 4-year period, this re- 
duction in payroll tax has constituted a considerable saving to the 
carriers. 

I am reliably informed that for the past 4 vears, while the carriers 
have been paying only a tax of one-half of 1 percent, the original 3 
percent figure is the one figured in their freight rates. Under this 
arrangement, the carriers are reimbursed not only for the tax they 
do pay, but, also for the tax they do not pay. 

It is my understanding that all the employee organizations are in 
agreement on this legislation for the benefit of building up and main- 
taining morale among the employees of our great railroad institutions. 
This measure, in my opinion, should receive the wholehearted endorse- 
ment of this great committee. 

Thank vou, gentlemen, 

The CuarrMan. Thank vou. The next witness will be Mr. George 
M. Harrison. 


STATEMENT OF GEORGE M. HARRISON, REPRESENTING THE 
RAILWAY LABOR EXECUTIVES’ ASSOCIATION, WASHINGTON, 
D. C. 


Mr. Harrison. Mr. Chairman and gentlemen of the committee, 
for the record, my name is George M. Harrison. I am grand president 
of the Brotherhood of Railway and Steamship Clerks, Freight Han- 
dlers, E xpress and Station E mplovees, with offices at 1015 Vine Street, 
Cincinnati, Ohio. 

However, I appear here not merely on behalf at my own organiza- 
tion but as spokesman for the Railway Labor Executives’ Association. 

The Railway Labor Executives’ Association is an association com- 
posed of the chief executives of 19 standard railway labor organizations 
and the president of the Railway Emploves’ Department, A. F. of L., 
which is itself an association of the seven shop craft organizations who 
are all individually represented in the association through their chief 
executives. The organizations represented are the following: 

Switchmen’s Union of North America; 

The Order of Railroad Telegraphers; 

American Train Dispatchers’ Association; 

Railway Employes’ Department, A. F. of L.; 

International Brotherhood of Boilermakers, Iron Ship Builders, 
and Helpers of America; 

International Association of Machinists; 

International Brotherhood of Blacksmiths, Drop Forgers, and 
Helpers; 

Sheet Metal Workers’ International Association ; 

International Brotherhood of Electrical Workers; 

Brotherhood Railway Carmen of America; 

International Brotherhood of Firemen and Oilers; 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, 
Express and Station Employees; 

Brotherhood of Maintenance-of-Way Employes; 

Brotherhood of Railroad Signalmen of America; 

National Organization Masters, Metes and Pilots of America; 
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National Marine Engineers’ Beneficial Association ; 

International Longshoremen’s Association ; 

Hotel and Restaurant Employees and Bartenders Internatio. 
Union; 

Railroad Yardmasters of America; and the 

Brotherhood of Sleeping Car Porters 

The employees represented by or ganizations whose chief executiy: 


compose the association constitute approximately three-fourths of «!! 


the railroad employees. 


Practically all the railroad employees in the country who are no; 


represented by organizations whose chief executives compose |! 


association are represented by four other standard railway labo: 


organizations, namely, the Brotherhood of Locomotive Engineers, t!) 
Brotherhood of Locomotive Firemen and Enginemen, the Broth: 

hood of Railroad Trainmen, and the Order of Railway Conductors 
I have been informed that these four organizations take the sam 

position with respect to the bill before your committee as the associ: 

tion does and that they are at least generally in agreement with th 

views that | shall express. 


So, the committee will understand that all of the railway labor 


unions, the standard organizations representing all of the railway, 
employees, are in agreement and in support of the measure here unde: 
consideration. 

The Railway Labor Executives’ Association has, and has had fo 
some years, a standing committee charged with watching over tly 
functioning of the railroad retirement and railroad unemployment 
insurance system and particularly to develop and recommend amend 
ments to that legislation when such amendments appear to be cesira 
ble. lam the chairman of that committee. The committee includes 


in addition to myself, Mr. G. E. Leighty, president of the Order o! 


Railroad Telegraphers, who is also the chairman of our association ; \1) 
T. C. Carroll, president, the Brotherhood of Maintenance of Wa 
Employes; Mr. Michael Fox, president, Railway Employes’ Depar 
ment, A. F. of L.; Mr. J. M. Burns, vice president, Sheet Meta 
Workers’ International Association; and Mr. William J. Van Bure: 


secretary-treasurer, National Organization Masters, and Pilots o! 


America. 

The bill, H. R. 6525, to amend the Railroad Unemploymer! 
Insurance Act, which this committee now has before it, is supported 
us I said a moment ago, by all of the standard railway labor organiza 
tions. 


My discussion of the bill will perhaps be better understood if I firs! 


refresh your recollections as to how the Railroad Unemployme: 
Insurance Act operates. An individual's eligibility for benefits an: 


the rate of benefits that he can secure are based upon the total amoun! 


of his creditable earnings from wages, up to $300 in any calenda 
month, in a preceding calendar year known as the base year. Th 
theory is that the total earnings in railroad employment gives 
perhaps rough but readily administrable appraisal of the employme N 
the loss of which is insured against by the law. It is, of course, 
product of the combined effect of the rate of ‘arnings and the steadine- 
of the employment. 

The total earnings in any particular calendar year determine th 


eligibility for and the rate of benefit payments during a 12-mont!: 


period beginning July 1 of the next year. 
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That 12-month period is known as the benefit year. 

In other words, the amount of wages that a worker earns in a 
calendar year is known as the base-year earnings and is used for the 
purpose of determining the amount of benefits that he may be en- 
titled to receive in the event of unemployment or absence from work 
on account of physical incapacity during the next fiscal year, or the 
period beginning July 1 #f the following year, and running through 
until June 30, of the next year. 

Within the benefit year unemployment is measured by days. In 
general, without going into all the refinements, a calendar day on 
which an employee is able to work and ‘is available for work but earns 
no pay is a day of unemployment. If sickness prevents his earning 
pay in a day, it is called a day of sickness and is treated like a day of 
unemployment, except that days of unemployment and days of sick- 
ness are not combined for purposes of computing benefits. 

When an individual registers as unemployed he starts what is 
known as a registration period which is simply a 14-day period be- 
ginning with the first day for which he registers. For the first regis- 
tration period of any individual for which benefits are payable in a 
benefit vear he can draw benefits only for the days of unemployment 
in that registration period in excess of seven. In other words, if 
throughout a benefit year he never has more than 7 days of un- 
employment in a registration period he never draws any benefits. 
That arrangement is analogous to the waiting-period arrangement 
that is provided under the State laws. 

Once an individual has had more than 7 days of unemployment in . 
a registration period he is thereafter in that benefit year entitled to 
benefits for each day of unemployment in excess of four in any sub- 
sequent registration period. In other words, if he is totally unem- 
ployed for 2 weeks, he would be entitled to benefits for 10 days or the 
equivalent of 5 days per week which is now the generally prevailing 
workweek in our industry. The total number of compensable days 
ina benefit vear is 130 or the equivalent of 26 weeks. 

For the purposes of using the base-year earnings to determine a 
daily benefit rate for the compensable days of unemployment, the 
act sets forth a table in which the base-year earnings are grouped in 
a number of brackets and opposite each bracket is a specified daily 
benefit rate. Under the present law the base-year earnings taken 
into account by these brackets range from a minimum of $150 to a 
maximum of $2,500. That range of compensation is broken down 
into nine brackets and opposite each appears a daily benefit rate. 
The range of the daily benefit rates is from $1.75 to $5. 

In other words, the person who earns $150 or more but less than 
$200 gets $1.75 cents a day in the event he is sick or out of work and 
if he earns up to the maximum bracket, which is $2,500 and over he 
vets $5 a day, if he is out of work. 

With that background it is more readily apparent what the bill 
before you is. It is simply a revision of the benefit-rate table I have 
just been discussing. You will note that in the bill the minimum base 
vear earnings taken into account is $300, and instead of treating all 
compensation of $2,500 and over on the same basis there have been 
added two brackets at the bottom of the list so that we would now 
provide a different daily benefit rate for base-year earnings of $3,000 
to $3,499.99 and of $3,500 and over. Otherwise the bill makes no 





12 RAILROAD UNEMPLOYMENT INSURANCE ACT 


change in the base-year-earnings brackets. In other words, except for 
the upward revision at both ends of the scale, the breakdown of the 
base year earnings would remain just as in the present law. 

To facilitate your comparing the provisions of the bill with the 
provisions of the present law, I have had a table prepared which I wil! 
ask to have distributed to the members of the committee. 

I should like to have the table copied into the record of the hearings 
at this point, Mr. Chairman. 

The CHarrMan. Without objection, it is so ordered. 

Mr. Harrison. And with the permission of the committee, I should 
like to have it identified as “table 1.”’ 

(Table 1, referred to, is as follows: ) 


TABLE 1.— Benefits for unemployment and sickness (excluding maternity) under the 
present Railroad Unemployment Insurance Act and under the schedule proposed in 
H.R. 6525 and 8, 2639 

———_—— gems ee 

Present act H. R. 6525 and 8. 2639 


Benefits for | Benefits for | Maxi 
14-day registra- | 14-day registra- Maxi- 
tion period Maxi- 


- ; , en- 
/ ; Maxi- ; mum t 
Base-year earnings | Daily} “400 Pe riod — Daily mum | Pereent | efits as 

bene- aa — 5e,| Dene-|—— cues -..| increase | percent of 
. benefits | | benefits : be 
fit Ll Soe fit | } for | in minimum 
vear | T8te | pirst | SubSe-| wage | benefits| qualify- 
o— ; quent — } ing 


ver j 
period periods earnings 


Subse- 
quent 
j periods 


First 
period 


$150 to $199.99... |$1.75 | $12.25 | $17. 50 |$227. 50 

* $200 to $474.99 2. ; 20.00 | 260.00 

$300 to $474.99. _- Pa * $3. 00 $30 
$475 to $749.99. __..._| 2. 25 5. 78 22.50 | 292.50 | 3.50 24. 5 35 
$750 to $999.99 : 2.5 7.§ 25.00 | 325.00) 4.00 

$1,000 to $1,299.99... 3. 21. | 80.00 | 390.00 | 4.50 

$1,300 to $1,599.99...) 3.5 24. 5 35.00 455.00 | 5.00 

$1,600 to $1,999.09. __ y 28 40.00 | 520.00 | 5.50 

$2,000 to $2,499.99. __ of 31.5 15.00 | 585.00 6.00 

$2,500 to $2,999.99 { 6. 50 
$3,000 to $3,499.99___ 35. | 650.00 | 650.00 fio 
$3,500 or more 7. 50 


} 


Note.—The benefit year begins July 1 and the base year is the preceding calendar year. 


Source: Office of Director of Research, Feb, 16, 1952, 


Mr. Harrison. You will note on the table that the brackets of base 
vear earnings are shown including both those that would be eliminated 
by the bill and those that would be added. There is then shown the 
daily benefit rate under present law for each bracket, the benefits for 
the first compensable registration period of total unemployment. in 
the benefit year, the benefits for total unemployment in subsequent 
registration periods and the maximum benefits payable for a benefit 
year. On the right hand portion of the table the same information is 
shown with respect to the law as it would be amended by this bill, 
here under consideration, H. R. 6525. There is then shown the per- 
centage increase that the bill would make in the daily benefit rate for 
each bracket and you will note that the percentage increase ranges 
from 30 percent to 60 percent. That variation results simply from 
the fact that it was considered desirable to have the change from one 
daily benefit rate to the next higher rate proceeded at even 50 cent 
intervals rather than to have daily benefit rates with odd cents or even 
fracvions of cents. Based on the actual distribution of beneficiaries 
in the 1950-51 benefit year the over-all increase is 35.6 percent for 
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unemployment due to lack of work and 41.2 percent for unemploy- 
ment due to sickness. Our next witness, Mr. Lester P. Schoene, will 
present that distribution in more detail. Finally in the Jast column 
of the table you will find for each bracket the maximum benefit in a 
benefit year as a percentage of the minimum qualifying earnings for 
that bracket. 

I think the purpose of the bill is evident enough. It is simply a 
matter of adjusting an insurance program to present day values. If 
a person had a house in 1940 that was worth $10,000 and he carried 
$7,500 of fire insurance on it and that house is now worth $16,000, he 
would now have to carry $12,000 of insurance, to protect his value 
to the same degree at the new higher levels. Even if he did carry 
$12,000 of insurance now and the house burned down, he would still 
be out $4,000 now, whereas if it had burned down in 1940 he would 
only have been out $2,500, but in both cases he would have been 
three-fourths insured and would have been carrying one-quarter of 
the risk himself. 

We find ourselves with respect to our unemployment insurance 
carrying insurance based on 1940 values whereas the unemployed face 
1952 losses. The Railroad Unemployment Insurance Act was enacted, 
in 1938 to become effective in 1939. The first experience with its 
operation showed immediately that the benefits produced in actual 
operation were far less adequate than had been supposed. Conse- 
quently, it was amended in 1940 to establish the present schedule of 
daily benefit rates for base year earnings up to $2,000. By 1946, 
there had been such an increase in the cost of living and concomitant 
increase in wages that the nonrecognition of earnings differentials 
above $1,600 per vear could no longer be justified. At that time the 
present earnings brackets of $2,000 to $2,499.99 and $2,500 and over 
with the corresponding daily benefit rates of $4.50 and $5 were added. 
But more radical changes have occurred since 1946 than between 1940 
and 1946. 

During the 1939-40 period the cost-of-living index was practically 
at 100 —a fraction below in 1939 and a fraction above in 1940. By 
June of 1946, the cost of living had increased by one-third and stood 
at 133.3. As of December 1951, the cost-of-living index had increased 
to 190 or an increase of over 42 percent since June of 1946. 

We are thus faced not only with the same kind of adjustment prob- 
lem at the upper range of the benefit scale as we had in 1946, but also 
with the accumulated change in values since 1940 in the other portions 
of the benefit scale. 

The railroad unemployment insurance system appears in this re- 
spect to be somewhat worse off than the State systems applving to 
other industries. Our next witness, Mr. Schoene, will give vou some 
comparisons along those lines. However, I want to call to your at- 
tention the fact that this same situation is now receiving consideration 
as an emergency matter so far as the unemployment insurance appli- 
cable to other industries is concerned. Senator Moody has intro- 
duced a bill, S. 2504, in the Senate and Congressman Dingell has intro- 
duced a corresponding bill in the House, H. R. 6174, to provide Fed- 
eral supplements to the State unemployment insurance payments 
because they are so far out of line with present-day values and there 
appears to be on hope that'the States can be counted upon to act 

96632—52——2 iat 
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quickly enough to meet the emergency conditions. In a letter of 
February 18, 1952, to Senator Moody, the President of the United 
States expressed himself favorably to this method of meeting the 
emergency. The President also said however, 

Most State benefits are plainly inadequate. They should be raised—emergency 
ornoemergency * * * In the long run, the present State systems of unem- 
ployment insurance will have to be substantially improved and expanded to give 
us an up-to-date, effective program. And, in the long run, the primary respon- 
sibility of the Federal Government should be to make sure this gets done. 

I would suggest to the members of the committee that one way of 
furthering the discharge of the responsibility the President referred to 
is for the Congress immediately to take action to bring the railroad 
unemployment insurance system more in the line with present-day 
values. That is all this bill seeks to do or endeavors to do. 

We believe that we are entitled to improve the railroad unemploy- 
ment insurance benefits much more than this bill provides for. The 
relative protection in terms of 1940 and 1946 values that the present 
law provided as of those dates was never adequate. However, this 
bill does not seek to increase the protection relatively but merely 
to give in terms of present-day values a degree of protection compara- 
ble to that we formerly had. 

There are several aspects of the adjustment required to be made. 
First, there is the matter of the amount of employment required to 
qualify. We recognize that the changes in wage rates that have oc- 
curred since 1940 make it possible now to earn the qualifying minimum 
of $150 with much less employment than was required in 1940. The 
bill, therefore, proposes to restore the amount of base-vear employ- 
ment necessary for eligibility to approximately what it was when the 
system was established. 

During the period 1938—40 the straight-time average hourly pay for 
all railroad employees was quite stable at approximately 74 cents per 
hour. In 1938-40 the average straight-time hourly earnings of all 
of the railway workers in the United States was 74 cents per hour. 
In most classes of service the established work week was six 8-hour 
davs or an average of 204 hours per month exclusive of Sundays or rest 
days and holidays. An employee working a full month of 204 hours 
at 74 cents per hour would earn $150.96. He did not become eligible 
for unemployment benefits unless he earned at least $150 in the base 
vear, which ts the calendar year preceding his unemployment. 

In other words, it took almost exactly a month of employment 
at the average straight-time hourly rate to earn the minimum qualify- 
ing base vear earnings. The average straight-time hourly earnings 
as shown by the latest available Form M-300 of the Interstate 
Commerce Commission, November, 1951, is $1.77. In most classes 
of service the prevailing work week is now 5 days of 8 hours each or 
approximately 170 hours per month on the average exclusive of rest 
days and holidays. An employee working a full month of 170 hours 
at $1.77, the average straight-time earnings in November 1951, 
would earn $300.90. The bill proposes to fix the minimum qualifying 
base year earnings at $300 or on the average to restore almost exactly 
to what it was in 1940 the amount of base year employment that is 
necessary to qualify to get benefits. 

Aside from the qualifying employment required in the base year, 
the exact degree to which the protection of individuals will be restored 
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to that initially provided will, of course, vary somewhat by the effect 
that changing conditions have had on the particular job. Generally, 
emplovees whose base year earnings are less than $2,500 have tended, 
by reason of increased wage rates, to move into higher earnings 
brackets and thereby automatically have obtained higher daily 
benefit rates for unemployment or illness without change in the 
formula. However, that has not always occurred; sometimes reduc- 
tion in the amount of employment has offset increased wage rates. 
And, of course, at the top of the scale once an employee gets into the 
$2,500 bracket any further rise in wage levels is completely unreflected 
in his unemployment insurance protection. 

It is impossible, of course, to demonstrate the effect of the bill on 
all beneficiaries but its effect in typical and average cases can be 
readily illustrated. 

Let us take first the employees working at the minimum rates of 
pav. The 25 cent per hour minimum established by the Fair Labor 
Standards Act required a considerable number of rates of pay in the 
railroad industry to be increased. The minimum was further in- 
creased by reason of the findings of an industry committee under the 
Fair Labor Standards Act in 1939. The minimum then established 
was 36 cents per hour and that is the minimum that was applicable 
to the class I railroads throughout the country when the present 
schedule of benefit rates was established for base vear earnings under 
$2,000. 

An employee who was then fully employed in the base year at the 
minimum rate of 36 cents an hour would have worked a 48-hour week 
or 2,496 hours in the year earning $898.56. That would give him a 
daily benefit rate of $2.50. If he was totally unemployed, his weekly 
wage loss would be $17.28 and his unemployment benefit payments 
for registration periods other than the first in the benefit vear would 
be $12.50 which would cover 72 percent of the wage loss. 

By reason of wage rate changes since 1940, the minimum which 
was then 36 cents an hour is now $1.395. An employee fully em- 
ploved during his base year on a job paying the minimum rate would 
now work a 40-hour week or 2,080 hours a year earning $2,901.60 in 
the base year. If he becomes totally unemployed his daily benefit 
rate under the present law would be $5 and his weekly benefit payment 
for registration periods other than the first in the benefit year would 
be $25. His weekly wage loss through unemployment, on a 40-hour 
week basis, would be $55.80. His benefit payment, therefore, would 
cover less than 45 percent of his wage loss whereas minimum rated 
employees were covered to the extent of 72 percent of the wage loss 
in 1940. Under the bill before you such an employee would receive 
a daily benefit rate of $6.50 or a weekly benefit in registration periods 
other than the first in a benefit year of $32.50. T hat payment would 
cover his wage loss of $55.80 only to the extent of 58 percent as com- 
pared with 72 percent coverage for minimum rated employees in 1940. 

Now, let us make the same kind of comparisons with respect to 
average rather than minimum wage rates. As I have said before, 
the average straight-time hourly earnings for all railroad employees 
in 1940 was approximately 74 cents. Working on a 48-hour week or 
2,496 hours in the base year, an employee at that average rate would 
have earned $1,847.04, That would have given him a daily benefit 
rate of $4. If he became totally unemployed, his weekly wage loss 
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based on 48 hours would be $35.52 and his unemployment benefit 
payments for registration periods other than the first in the benefit 
vear would be $20, covering his wage loss to the extent of 56 percent. 

As I have already mentioned, the latest figure now available shows 
the average straight-time hourly pay now to be $1.77. An emplovee 
fully emploved in his base vear at that rate on a 40-hour week would 
earn $3,681.60. If he became totally unemployed his weekly wage 
loss based on 40 hours would be $70.80. Under present law his daily 
benefit rate would be $5 and his weekly benefit payment for registration 
periods other than the first in the benefit vear would be $25, or 35 
percent of his wage loss. 

Under the bill such an emplovee would receive a daily benefit rate 
of $7.50 or a weekly benefit for total unemployment in registration 
periods other than the first in the benefit year of $37.50 which would 
cover 53 percent of his wage loss as compared with 56 percent coverage 
that he enjoved in 1940. 

It can thus be seen that the bill does nothing more than to restore 
somewhat the same degree of insurance protection that Congress 
originally established. By and large it falls short of complete restora- 
tion. However, it will meet to a substantial degree the present 
requirements. 

The cost of the revised benefit rates is not such as to require any 
change in the present contribution provisions of the Railroad Unem- 
ployment Insurance Act. You will recall that the basic rate of 
contributions for unemployment insurance that was fixed when the 
system was established was 3 percent of the taxable payroll up to $300 
per month for any individual employee. The collection of contribu- 
tions at that rate resulted in the building up of a constantly increasing 
reserve. Notwithstanding the additional benefit provisions of the 
1946 amendments, the reserve continued constantly to get larger until 
in 1948 it had reached almost a billion dollars. 

This growth of the reserve soon engendered agitation on the part of 
the carriers for a sliding scale of contribution rates depending on the 
size of the reserve. We resisted the inauguration of any such slidiag 
scale system of taxes or contributions because we felt that the benefits 
afforded far too little protection and that we were entitled to have 
the full 3-percent contribution devoted to providing benefits. 

However, in 1948, we were confronted with a situation requiring 
immediate relief for our retired employees whose annuities had become 
completely inadequate in face of the tremendously increased cost of 
living. Our proposals to tncrease retirement benefits met strong 
resistance from the carriers. The controversy thus created made it 
doubtful whether any relief for the retired employees could be ob- 
tained, unless we could agree with the carriers on a jointly sponsored 
bill that would give each side something it badly wanted. We 
arrived at agreement on such a bill providing a 20-percent increase in 
retirement benefits and setting up a sliding scale of unemployment 
insurance contributions which Congress enacted after approval by this 
committee in June 1948. 

Although the sliding scale arrangement still contemplates that 
contributions will be collected at the full 3-pereent rate whenever the 
funds in the reserve should fall below $250,000,000; the immediate 
effect was to reduce current contributions to a rate of one-half of 1 
percent. Naturally under that rate of contribution the reserve has 
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been reduced as was contemplated when the scale was set up. Not- 
withstanding the fact that contributions have been at the minimum 
rate since 1948, the reserve was still $765,833,000 at the end of the 
liseal vear 1951. That is more than $300,000,000 above the point at 
which the sliding seale would call for a 1-percent contribution in lieu 
of a one-half of 1-percent contribution. 

It is also an amount sufficient in and of itself to pay unemployment 
benefits (exclusive of sickness benefits) for over 30 years at the rate of 
disbursements for the fiscal year 1951. It is thus perfectly apparent 
that although the cost of added benefits will accelerate somewhat the 
date at which-the existing sliding scale would operate to require a 1- 
percent contribution instead of a one-half of 1 percent contribution it 
will not have any immediate effect on payments required from the 
carriers and will not have such an effect for some vears. 

At the time the carriers were pressing for the enactment of the 
present sliding scale of contribution arrangement Dr. Julius Parmelee, 
the head of the bureau of railway economics of the Association of 
American Railroads, estimated that under such an arrangement there 
would be a gradual increase in the contributions required with the 
rate eventually stabilizing at 1'2 percent of the taxable payroll. The 
Railroad Retirement Board at our request estimated the increase over 
the cost of the present law that the proposed increase in benefits would 
involve. Their estimate is that there would be a 35.6 percent increase 
in payments for unemployment due to lack of work and a 41.2 percent 
increase in payments for unemployment due to sickness. If we assign 
an equal weight to these two percentages, which is probably overly 
conservative, we would arrive at an over-all increase in the cost of 38.4 
percent. 

If we were to take Dr. Parmelee’s 1948 estimate that under the 
present law the rate would eventually stabilize at 1!5 percent and apply 
to it a 38.4 percent increase, we would arrive at a cost of 2.076 percent 
of the taxable payroll or only about two-thirds of the cost that the 
present financial arrangements would support. However, we were 
not satisfied that Dr. Parmelee’s estimate was sufficiently conservative 
and we asked the Railroad Retirement Board to provide us with some 
independent estimates on what the over-all cost of the svstem would 
be if the pending bill were enacted. They gave us three estimates 
based on varying assumptions of varying degrees of conservatism. 
Taking the highest cost figure estimated by the Retirement Board 
that is the most conservative basis on which any estimate has been 
made, the long-term cost would appear to be approximately 2.7 per- 
cent of taxable payroll including the cost of administration. It is 
thus apparent that even on the most pessimistic view the cost of the 
svstem as amended would still be less by a substantial margin than 
the cost which the present financial arrangements would support. 

The carriers will no doubt object to any acceleration in the time at 
which the present sliding scale arrangement would move from a one- 
half percent rate of contribution to a 1 percent rate of contribution, 
and so forth. However, there is no valid basis for any such objection. 
As I pointed out before, the basic policy calls for the devotion of 8 
percent of payroll to unemployment insurance payments. The 
carriers have been enjoying a relaxation of that rate in the nature of a 
windfall which has already through June 30, 1951, saved the carriers 
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$388,120,000 as against the contributions called for by the basic 
legislation now in effect. 

I have described these savings as a windfall and they are just that. 
When the carriers were granted a 174-percent freight rate increase 
by the Interstate Commerce Commission effective January 1, 1947, 
one of the factors on which the increased freight rates were allowed 
was the cost of unemployment insurance contributions at the 3-percent 
rate. The inclusion of that item in the rate base was again emphasized 
by the Interstate Commerce Commission in its decision of October 
19, 1947, stating that this item had been allowed for in the previous 
increase and, therefore, could not be allowed again. I do not know, 
but apparently the railroads were trying to collect a second time and 
the Commission said you got paid for it once in the rates we fixed in 
the last proceedings. 

Thus the public has already been charged freight and passenge: 
rates to cover the cost of the 3-percent taxes or contributions on the 
taxable payroll that the carriers are not in fact now paying, because 
they are only paving one-half of 1 percent and even under the proposed 
amendment they will not pay any more for some vears to come. 

Now, in summary, might I explain the situation just like this: The 
bill, H. R. 6525, is a very simple one-page bill. All it intends to do is 
to raise the minimum amount of earnings necessary to qualify for 
benefits from $150 in any base vear to $300, and raises the daily 
benefit rates for those earning that minimum or more. Then it puts 
on two more brackets, and brings the top rate up to $7.50 instead of 
$5; $5 a dav is the present rate for unemployment for the highest 
earners in the industry. 

Five days a week is all vou get paid for, for unemployment, so the 
bill would provide a maximum of $37.50 a week, in the event you ar 
unemploved or lose work on account of physical incapacity. 

Now, Mr. Chairman, and gentlemen of the committee, that con- 
cludes my direct statement in support of the bill and as I indicated 
at the outset I shall be followed by Mr. Lester P. Schoene, genera! 
counsel for our Railway Labor Executives Association. He will 
take up the other aspects of the bill. In the meantime I shall be 
glad to try to answer any questions that I may be able to answer 

The CuarrmMan. Are there any questions, gentlemen? 

Mr. Have. Mr. Chairman. 

The Cuarrman. Mr. Hale. 

Mr. Hare. Mr. Harrison, I would like vou to take this schedul: 
here which | think vou called exhibit No. 1. 

I am interested in the two sets of percentage figures in the las! 
column, or last two columns. 

You have been speaking of some uniform scale of percentag: 
increases. Instead of that, if vou will read down in the next to thi 
last column vou will note that that reads 50; 55.55; 60; 50; 42.9; 37.5 
33.33; 50; and then up again to 40; and 50. I expected some fixed 
percentage figure, or at least some ascending or descending scale o! 
figures. Why do these figures vary here? 

Mr. Harrison. I explained that in the earlier part of my testi- 
mony, perhaps not as fully as it ought to have been explained; but we 
tried to work out a uniform difference between benetit rates rathe: 
than making each one of them a precise percentage increase. Wy: 
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tried to iron them out on 50-cent intervals, and that is why you find 
the variations. 

And then there is some change, as you will notice, in the starting 
rate. Under the present law earnings of $150 in the base vear provide 
a benefit of $1.75 a day. Earnings of $200 up to $474.99 provide a 
benefit of $2 a day; and under the bill earnings of $300 to $474.99 
we have dropped out everything below that, in our proposed revi- 
sions —with a benefit of $3 a day. 

Now, beginning with that basic daily benefit of $3, you will notice 
that those that follow go up at the rate of 50 cents a day; $3 for 
earnings of $300, up to $474.99; $3.50 for earnings from $475 to 
$749.99. 

Mr. Have. You are talking now about the first column in the 
table? 

Mr. Harrison. | am talking about the first column and then the 
column over there, the sixth column. The sixth column is the new 
schedule of benefits. Do you follow me, Congressman Hale? Do you 
find the benefit figures proposed in the sixth column? 

Mr. Harr. Yes. 

Mr. Harrison. They relate to the figures in the first column. 

So they vary there, you will notice, 50 cents on those different 
earning brackets, beginning with $300 and running up to $7.50, while 
under the present law they start at $1.75 a day and run up to $5. 

We have dropped some of the lower earnings brackets, namely, 
earnings of less than $300. Under the bill an emplovee must earn 
at least $300 in the base vear in order to get unemployment insurance 
of $3 a day. Now he only has to earn at least $150. 

Well, in view of the increase in wages since the $150 minimum was 
fixed, we thought it was only reasonable to increase that $150 to $300, 
because that now is approximately a full month’s compensation at 
the average hourly earnings, while $150 was the equivalent of a full 
month’s compensation at the average hourly earnings when the figure 
was fixed in the existing legislation. 

And then, we added those brackets on top, for the very same reason, 
the increase in wages that has occurred over the period of time 

The Cuairman. Mr. Hale, are you finished? 

Mr. Hare. Yes, sir. 

Mr. Douutver. Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Dotiiver. Mr. Harrison, I believe you made reference in your 
testimony to the cost of this bill and the source from which the funds 
were derived to pay these unemployment benefits. | am not sure 
that I quite understood it. I would like to have vou elaborate par- 
ticularly regarding that part of vour testimony which referred to the 
decrease of the percentage from three to one-half percent. 

Mr. Harrison. Well, when the unemployment insurance legislation 
was enacted by the Congress in 1938, the tax rate was fixed at 3 
percent. 

Mr. Doxuiver. Who is that levied against? 

Mr. Harrison. Against the railway companies, upon the payroll 
not to exceed $300 in any one month for any one employee. 

The workers do not pay any taxes for the maintenance of this fund. 
It is exclusively a tax against the employer, the railroads. 
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They paid, under the original law, 3 percent of payroll up to $300 
a month on any individual and it was out of those funds that the bene- 
fits were paid from the time it was enacted up until 1948, and we 
accumulated a reserve of nearly $1 billion over that period of time. 

Mr. Dotutver. Was that at the 3-percent rate? 

Mr. Harrison. That was at the 3-percent rate. 

Well, the railroads said, ‘Why are vou collecting 3 percent when 
you do not need 3 percent to pay these benefits? Look at the reserve. 
You have got a billion dollars.” 

Mr. Dotutver. Yes. 

Mr. Harrison. They had a good deal of merit to what they were 
saving. Well, we wanted to increase railroad retirement benefits, and 
we had a bill before this committee, and the railroads did not want to 
go along with what we wanted in the way of increased retirement 
benefits, which is another system, and we finally struck a bargain with 
them. They said, “We will go along with vou and give you the 20 
percent retirement benefits, if vou will go along with us and amend the 
unemployment insurance law and change the tax rates so it will vary 
from one-half of 1 percent up to the present maximum of 3 percent, 
depending upon the amount of dollars in the reserve fund.” 

Mr. Douurver. And that railroad legislation went through the 
Congress without a dissenting vote, did it not? 

Mr. Harrison. And, we came to this committee and told our story, 
and the committee agreed with us, and reported to the Congress, and 
the Congress enacted the legislation, and I do not recall any objections 
at the time. 

Mr. Dotuiver. Well now, the fact is that railroad employment has 
been at a high level during these past vears, and continues at a high 
level, and there has been a rather minimum demand upon the unem- 
ployment insurance fund; is that not true? 

Mr. Harrison. Well, I think that is generally true, going clear back 
to when we began our defense program just preceding the Second 
World War, right after Germany invaded Poland, when we began to set 
up our defense program, I think, in 1939, and, of course, employment 
began to increase; unemployment began to diminish and with the 
exception of 1949-50 we have been at a relatively high level of emplov- 
ment ever since then until just recently when there have been some 
substantial pools of unemployment as a result of the dislocations that 
have occurred as a result of the defense program. 

Mr. Dottiver. Do you anticipate that the enactment of this legisla- 
tion will result in any change in the tax rate against the railroad 
companies? 

Mr. Harrison. Yes, we have given some figures here in my testi- 
mony, Mr. Dolliver. We do not think, however, that under any 
unemployment that we can foresee the total cost would exceed 2.7 
percent of the pavroll, including the cost of administering the system, 
while the present tax rate is 3 percent. 

Mr. Douiiver. That is all, Mr. Chairman. 

Mr. Harrison. In other words, the present tax schedule is more 
than sufficent. 

Mr. Harris. Mr. Chairman. 

The Cratrman. Mr. Harris. 

Mr. Harris. Mr. Harrison, suppose we refer to your table No. 1 
and take the first column, take the one for base-vear earnings up to 
$1,000. 





RAILROAD UNEMPLOYMENT INSURANCE ACT 


Mr. Harrison. Yes. 

Mr. Harris. Let us take the one above that for $475-$749.99. 

Mr. Harrison. Yes, sir. 

Mr. Harris. Would that be the first comparison that we could 
make under the present act and the proposed legislation? 

Mr. Harrison. No; | think you should go back up to the next 
one, $300-$474.99. 

Mr. Harris. I notice that you do not have anything following the 
$300-$474.99, under the present act. 

Mr. Harrison. Well, under the present act you could get that 
figure by dropping down to the next item, because it shows that in 
the $200 to $474.99 bracket, the benefits are now $2. We propose a 
$3-a-day benefit commencing with $300. 

Mr. Harris. Now, does that mean the employee must earn that 
much money during the base year? 

Mr. Harrison. Yes, sir. 

Mr. Harris. By working for the railroad company? 

Mr. Harrison. Yes, sir. 

Mr. Harris. Now, what is the base vear? I notice 

Mr. Harrison. The base vear, Mr. Congressman, is the calendar 
year preceding the benefit year, and the benefit vear runs from July 1, 
of the vear following the base year to June .30, of the subsequent year, 
and the reason for that is this: You do not get all of your earnings 
reported for a calendar year until perhaps February, or March, of 
the following year—before you get the December figures—and it 
takes the Retirement Board a little while to get their records compiled 
so that they know how much money each worker earned during the 
preceding calendar year. 

So then, if the employee gets unemployed after June 30, of the fol- 
lowing vear, his benefits are then paid for that unemployment based 
on his earnings in the preceding calendar year. 

There is just a time lag that is necessary in order to get the records 
of the earnings so you will have the basic information to determine the 
benefits that he is entitled to receive. Then, he is entitled to get 
those benefits for a period not to exceed 26 weeks, if he should happen 
to be out of work that long. If he should happen to be out of work 
for 26 weeks he would get paid at the rate of 5 days per week for a 
period of 26 weeks, if he had continuing unemployment or continuing 
loss of work because of physical incapacity. 

Mr. Harris. And if he works after July 1, 1951, sufficiently to 
earn at least the minimum of $300 during the 1951 period, would he 
then be eligible for an unemployment insurance on that same basis 
until January 1, 1953? 

Mr. Harrison. Well, take the example that vou gave me. Sup- 
pose that he earned at least $300 in the last half of the vear 1951. 
That would be his base calendar vear. 

Mr. Harris. Yes. 

Mr. Harrison. Then, beginning July 1, 1952, and running through 
June 30, 1953, he would be entitled to his unemployment benefits 
based upon those earnings. 

Mr. Harris. Yes. Well, I think that is what I said. 

Now, you mentioned several times his first registration period 

Mr. Harrison. Yes, sir. 

Mr. Harris. Will vou explain what vou mean by first registration 
period and subsequent registration periods? 
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Mr. Harrison. Yes. Let us assume that we have a worker who has 
earned sufficient compensation to be entitled to benefits. That same 
worker becomes unemployed because of the lack of work. He applies 
for his benefits, the first time. He then has to wait 7 days. 

Mr. Harris. Now, pardon me. Is that during this calendar year? 

Mr. Harrison. Well, we will take the same person you were 
talking about a while ago. Let us take the same person you were 
talking about a moment ago. He applies for his benefits, the first 
time during the month of July 1952, based on what he earns in 1951. 
He is out of work. He cannot get any benefits for the first 7 days, 
the first time he is out of work. If he is out of work a total of 14 days, 
he gets 7 days’ benefits, and 7 days he does not get any benefits. 
There is a waiting period of 7 days. If he is unemployed 7 days or 
less he gets nothing. He has got to be unemployed more than 7 days 
in the first registration period to get any benefits. 

Now, he gets his benefits in the first registration period. He has 
waited 7 days. We will say that he is out of work 3 weeks. Well, 
he got 7 days, because he does not get the first 7 out of the first 14. 
Then in the next registration period he goes back to work after the 
first week and works a 5-day week; so he has 9 days of unemployment 
in the second registration period and gets benefits for all in excess of 
4,namely 5 days. That is a total of 12 days benefits he gets, although 
he has been out of work 3 weeks. 

Now, he goes back to work and then in September or October 
he gets out of work again. So, he goes back and registers again and 
he is entitled to get unemployment benefits of 10 days out of the first 
14, and 10 out of each 14 thereafter. In other words, the waiting 
period after the first time is reduced from 7 days to 4 days. 

Mr. Harris. Then he can draw unemployment insurance to the 
stated maximum as outlined in your table? 

Mr. Harrison. He can draw the unemployment insurance benefits 
that his base-year earnings would entitle him to receive. If he had 
earnings under our proposed schedule of $3,500 a year, or more, in the 
base vear, he would be entitled to a daily benefit of $7.50 a day. He 
could get that for 5 days a week and he could get it if he continued 
unemployment for as much as 26 weeks. 

Mr. Harris. He could not draw it for more than 26 weeks? 

Mr. Harrison. He could not draw it for more than 26 weeks in 
any one benefit year. 

Mr. Harris. Now let us go back to the case we spoke of a moment 
ago. I want to know what happens to the man who was employed 
in the calendar year 1951, as we mentioned a moment ago. He is 
not entitled to benefits until July 1952? If be becomes unemployed 
on January 1, 1952, he is not entitled to benefits until July 1, 1952; 
he is not eligible for anything? 

Mr. Harrison. No; if he had no railroad employment in 1950 he 
would not get anything out of our fund. It is quite possible he might 
have been employed elsewhere under a State law and he would get 
his berefits under that law. 

Mr. Harris. He would not be covered under this law? 

Mr. Harrison. No. 

Mr. Harris. Now, that is what I wanted to ask you about, as to 
a comparison between this program and the State laws. 
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Mr. Harrison. Well, | think they all have such waiting and quali- 
fying periods; but might I ask that you ask that question of Mr. 
Schoene. He has made a study of the State laws. | have too, but a 
lot of water has gone under my bridge since and | could not go into 
the details. 

Mr. Harris. Well, | do want to ask this one further question. 
The benefits under State laws have been liberalized in recent times, 
have they not? 

Mr. Harrison. Yes; very substantially; the State laws have been 
liberalized, in several ways. The amount of benefits payable under 
some of the State laws have been increased; some of the State laws 
have had some additions to give workers more if they have dependents 
than those that do not have dependents, and the maximum amounts 
payable have been liberalized. 

I think there have been quite substantial changes in the State laws. 

Mr. Schoene can give you the details on that, if you wish it. 

Mr. Harris. Thank you very much. That is all. 

Mr. Beckwortu. Mr. Chairman. 

The Cuarrman. Mr. Beckworth. 

Mr. Beckworrn. I want to get that matter straight about being out 
of employment 21 days. You say for the first 7 days, of course, he 
gets nothing. 

Mr. Harrison. That is right. 

Mr. Becxworiu. I believe you stated that he actually receives for 
that 21 days of unemployment 12 days’ benefits; is that right? 

Mr. Harrison. Yes. 

Mr. Beckwortn. How do you arrive at the 12? 

Mr. Harrison. Well, he gets 7 out of the first 14. 

Mr. Beckworru. Yes. 

Mr. Harrison. Then, the week for unemployment purposes 1s 
counted as 5 days. They do not get paid for 4 days in the next 14-day 
registration period because they usually work a 5-day week. If he 
goes back to work after the third week and works 5 days he has 9 
days of unemployment in the second registration period, of which 5 
are compensable. 

Mr. Beckworrnu. | understand it now. 

Mr. Harrison. Mr. Chairman, I do not have the text of the act. 
We have another witness who can supply that if you would like to 
have him supply it. 

Mr. Heseiton. Mr. Chairman. 

The Cuatrman. Mr. Heselton. 

Mr. Hesetron. I have one question. Does this bill cover un- 
employment by reason of sickness or illness? 

Mr. Harrison. Yes, sir. 

Mr. Heserton. That is all, Mr. Chairman. 

Mr. Wotverton. Mr. Chairman. 

The CuairmMan. Mr. Wolverton. 

Mr. Wotverton. Will you describe what you mean by “base 
period” or “base year’? You used that term. 

Mr. Harrison. The ‘base year” is the year in which your earnings 
are computed in order to qualify for and to determine the rate of 
benefits. The base year is the calendar year. 

Mr. Wotvertron. That is what I wanted to know. 
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Mr. Harrison. January through December; whatever the worker 
earns in that period of time is credited to his account as his base vear 
earnings and then he commences to get benefits in what we call the 
benefit year, which begins on July 1, of the succeeding calendar year 
and it runs through to June 30, of the next succeeding calendar year. 

Mr. Wotverron. I wanted to get those dates in my mind. 

Mr. Harrison. Yes. There is a base vear in which your earnings 
are recorded. That is the calendar year. Then if vou get out of work 
after Julv 1, of the next vear, that is known as your benefit vear and 
those benefits are payable upon what you earn in the preceding eal- 
endar vear. 

Mr. O'Hara. Mr. Chairman. 

The CHarrman. Mr. O'Hara. 

Mr. O'Hara. Mr. Harrison, along that same line, I notice H. R. 
6525 provides in section 2 that: 

Sec. 2. The amendment made by this Act shall become effective with respect 
to benefit vears beginning on and after July 1, 1952. 

Now, where would that place those entitled to benefits? Would 
that mean that if they were unemployed during the first 6 months of 
1952 they would be paid for that time under the scale proposed by 
H. R. 6525? 

Mr. Harrison. If they were unemployed during the first 6 months 
of 1952, they would get their benefits under presently existing law; 
but if they were unemployed on and after July 1, 1952, and this pro- 
posal were enacted by the Congress, they would get paid at these 
higher benefit rates. 

Mr. O'Hara. That is what I wanted to know. 

Mr. Cuenowertn. Mr. Chairman. 

The Cuarrman. Mr. Chenoweth. 

Mr. Cuenowern. Mr. Harrison, I want to ask about the man 
who becomes unemployed, say in March. Does he have to go back 
one full calendar vear for his earnings? 

Mr. Harrison. Yes. You see, if he became unemployed in the 
month of March, his benefit vear would start to run from the preced- 
ing July 1, and that would be based on his earnings in the calendar 
vear preceding that. 

Mr. Coenowertn. Is not that going back a long way? 

Mr. Harrison. It is just one of those administrative problems that 
you cannot work out otherwise. We have got to have the full earn- 
ings of the emplovee throughout the year in order to calculate his 
benefits. 

Mr. Cuenowern. Might not hardships result because of that? 

Mr. Harrison. Well, not unless there was a change in the benefit 
rate. There would be no hardship except in the instance where a 
person did not have other benefits that he could use if he had worked 
in our industry. 

Mr. Cuenowertu. He might have different earning rates; there 
might be a material difference which would affect his compensation 
there. 

Mr. Harrison. Yes, there are those things. 

Mr. Cuenowern. Do vou think there is any way that vou could 
adjust that? 
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Mr. Harrison. Well, I presume we could. It is one of those 
things where you get one thing fixed up and another gets out of 
joint. You cannot do precise justice in a big national svstem like 
this. You have to take care of the common ailments. You just 
cannot tailor it to fit every individual case. 

Mr. Coenowern. That is all, Mr. Chairman. 

Mr. Hinsaaw. Mr. Chairman. 

The CHarrman. Mr. Hinshaw. 

Mr. Hinsuaw. Is it possible, Mr. Harrison, for a person to draw 
unemployment benefits from this system and at the same time draw 
compensation from the State systems? 

Mr. Harrison. No; thev cannot get dual benefits. 

Mr. Hinsnaw. What about the State benefits? 

Mr. Harrison. Well, as a practical matter, that is not very likely 
to occur, because he must be emploved in our industry to accumulate 
the rights to benefits. However, he might get benefits out of our 
industry after he has left the industry and is unemployed after working 
elsewhere, but he cannot at the same time draw benefits under another 
law. The law protects that and states that he cannot get dual 
benefits. 

Mr. Hinsuaw. Are any checks made against that? 

Mr. Harrison. Well, I think that the Retirement Board does the 
best that they can. We have got to have certification from the 
employer when a person claims these benefits. The Retirement 
Board checks them. I think there have been some chiselers, if that is 
what you are alluding to. I think there have been prosecutions. 

Mr. Hinsuaw. There are no cross-checks made as between the 
State systems, and this system? 

Mr. Harrison. Well, I would not want to answer that. Might I 
suggest that vou hold that question until a representative of the 
Retirement Board appears? I understand that there will be a 
witness here from the Retirement Board, and he can tell vou what the 
Board does. I am not a member of the Board and I feel a little 
insecure in discussing the techniques of their administration. 

Mr. Hinsuaw. That is all. 

The Cuarrman. Thank you, Mr. Harrison. 

Mr. Harrison. Thank vou, Mr. Chairman and gentlemen of the 
committee. 

The CuHarrmMan. We will hear Mr. Schoene now. 


STATEMENT OF LESTER P. SCHOENE, COUNSEL, RAILWAY LABOR 
EXECUTIVES ASSOCIATION, WASHINGTON, D. C. 


Mr. Scooene. Mr. Chairman and members of the committee, my 
name is Lester P. Schoene. J am a member of the law firm of Schoene 
& Kramer, having offices in Washington, D. C., at 1625 K Street, 
NW. 

I appear here as counsel for the Railway Labor Executives Associa- 
tion. 

The first item that I must attend to in my testimony is to call vour 
attention to a technical amendment that should be made in the bill. 
I must confess that I should have directed Mr. Crosser’s attention to 
this item when the bill was under preparation, but I simply overlooked 
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the fact that the figure $150 appears at another place in the bil! 
besides the section that is specifically amended by this bill and that 
figure should also be changed to $300. That is in section 3 of th: 
present law. 

The only change required in the bill would be to add one sentence t: 
section 1 of the bill reading as follows: 

“Section 3 of said Act is amended by substituting ‘$300’ for ‘$150.’ 

Then, in section 2 of the bill, the word “amendment” should by 
changed from singular to plural. 

| urge that the committee consider the bill favorably and that i: 
recommend that amendment in its report. 

Now, Mr. Chairman, it will be my purpose to present to the com- 
mittee a little further detailed statistical information in support of 
some of the statements Mr. Harrison has made and further illus- 
trating the extent to which the change in values that has occurred 
since this system was set up has caused it, under current conditions 
to operate inadequately and even inequitably. 

The statistical information I shall present was all prepared in th 
Office of the Director of Research of the Railroad Retirement Board 
When these hearings were scheduled, | asked the Retirement Board to 
prepare for me certain information that I felt the committee should 
have, and that has been prepared and furnished to me. 

The type of information that is assembled was determined by my 
direction, but the actual work of assembling it from the Board records 
was done by their staff. 

First, | would like to present to vou the situation that has occurred 
with respect to the concentration of beneficiaries in the higher brackets 
of the benefit schedule. 

If vou will first look back at the table that Mr. Harrison presented 
vou will note that the highest bracket under the present law, $2,500 
and over, carries a $5 benefit rate. 

Now, Mr. Harrison also pointed out to you in his testimony that th: 
minimum rate of pay on the standard railroad today is $1.395 an hou 
and an individual working at that minimum rate earns just ove! 
$2,900 in a full vear of employment. The result is, therefore, that al! 
beneficiaries who are fully employed in the base year would, under th: 
present law, draw benefits at the maximum rate, with no differentia 
tion whatsoever for differences in existing rates of pav. The only 
individuals who would draw benefits at less than the maximum rat: 
are those who have been less than fully employed during the base year 

Now, I have asked the Retirement Board to prepare for me a tabl 
which I would like to distribute to you and have it identified as table 2 
It consists of two sheets, the first of which is headed “Unemployment 
benefits: Number of beneficiaries by daily benefit rate, in each benefit 
vear July 1939-June 1951.” 

And, Mr. Chairman; may I have this table, as well as succeeding 
tables that I shall discuss, copied into the record at the point at which 
I discuss them? 

The CHAIRMAN. Yes: without objection, it is so ordered, 

(Table 2, above referved to, is as follows: ) 
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The CuHarrMan. You may proceed, Mr. Schoene. 

Mr. Scnoenr. Mr. Chairman, the first sheet of this table shows by 
number of beneficiaries for each vear from 1939 through June of 1951, 
the number falling into each of the several benefit rates. 

I will not discuss the first sheet in detail, but turn to the second sheet 
of the table where that same information is set forth in terms of per- 
centages and | think the percentages are more revealing than the 
absolute numbers themselves. In any event, they are easier to com- 
pare. 

You will note that the table sets forth the seve ‘ral daily benefit rates 
under the existing law in the left hand column of the page. 

In the right hand column, at the right hand end of the page, under 
“Original Act, 1939-40” is shown the distribution for that one vear 
before the 1940 amendments established the brackets that are now in 
effect. 

The figure in each column that appears to me to have the greatest 
significance is the last figure in the column. Turning first to the 
extreme right hand column, vou will note that under the original law, 
the greatest concentration of beneficiaries was at the $2 rate where 
32.7 percent of the beneficiaries were concentrated at that time. 
Then there was a tapering off of the distribution, not exactly evenly, 
but to 12.9 percent at the then maximum rate of $3. 

Going now to the second column from the left hand side of the page, 
under the amended act, 1940 to 1941, that distribution of beneficiaries 
was not greatly changed. There was still the concentration of the 
largest number in the $2 rate, and the next largest number in the 
$2.25 rate. 

Now, if vou will follow the last “figure in each column, across the 
page, vou will note that from 1940 to 1945 there was a constant in- 
crease, with the exception of 1943-44; and 1944-45 remaining approxi- 
mately the same. 

There was a constant increase in the concentration of beneficiaries 
in the highest of the benefit rates. 

In 1946, the enactment of the amendments of that vear added two 
new benefit rates, and the immediate effect was to bring about ugain 
a2 more normal distribution of the beneficiaries among the several 
benefit rates. 

But, beginning in 1946-47, we again see that process repeated 
Where in 1946-47, there was a 14 percent concentration in the highest 
benefit rate, it increases to 22.8 percent in 1947-48; further increases 
to 34.7 percent in 1948-49, and finally increases to 45.1 percent in 
1949-50. 

Now, at that point, I should explain that if vou will also follow the 
figures shown as total number of beneficiaries below these percentage 
figures, you will note that there was a tremendous increase in the 
number of beneficiaries between 1948-49 and 1949-5¢ That in- 
crease in number of beneficiaries is in part responsible for the extreme 
change of 34.7 percent to 45.1 percent. 

When the volume of unemployment is low, the proportion of un- 
employment is greatest among the persons with the lower base vear 
earnings. When it becomes more generally distributed throughout 
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the industry it affects those who are more regularly employed in the 
base year and who had higher rates of pay in the base year and there- 
fore you will necessarily get a larger percentage of vour beneficiaries 
in the group at the highest benefit rate. 

That same explanation accounts for the decline in the concentra- 
tion for the following year; that is, for the year 1950-51. You will 
notice that in that year there were only 149,460 beneficiaries as com- 
pared with 470,400 beneficiaries the year before. The figure for 
1950-51 is the lowest figure since 1944, whereas, the figure for 1949-50 
represents the highest number of beneficiaries that we have had in 
any vear since the system was inaugurated. 

Now, Mr. Chairman, I have made reference to the fact that the 
concentration in these various benefit brackets is affected by the vol- 
ume of unemployment from year to year and therefore, a strict vear- 
to-year comparison by percentages of beneficiaries, or number of bene- 
ficiaries gives vou something of a distorted picture. 

In order to get rid of that distortion, I also asked the Board to pre- 
pare a similar table showing the concentration of the qualified indi- 
viduals without regard to whether they became unemployed during 
the particular vear. 

May | have copies of that table distributed and have that identified 
as table 3? 

The CuHarrMan. Yes. 

Mr. Scuoenr. That is headed ‘“Number of qualified employees 
under Railroad Unemployment Insurance Act by base-year compensa- 
tion for benefit vears 1939-40 to 1950-51.” 

(Table 3 above referred to, is as follows:) 
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The CuarrmMan. Proceed, Mr. Schoene. 

Mr. Scuoensr. This table is set up similarly to the one that I have 
just discussed, except that it has all of the information on one sheet 
instead of its being on two. 

The upper portion of the sheet shows the distribution by earnings 
brackets, of the number of qualified individuals in each of the years 
from 1939-40 to 1950-51. 

Again, the most significant figures, I think, are the percentage 
figures. 

Again taking the final figures, you will note that from 1940 to 1941, 
after the $4 benefit rate was added, the qualified individuals who 
would qualify for the highest benefit rates even then stood at 46.6 
percent; but immediately through the increase in wages, that figure 
rose to 48.5 percent, the following year, then to 50.4; then to 51.7 
percent and on to 56.5 and 57.8 percent. 

Now, it is at that point that the 1946 amendments came into the 
picture and added the two new benefit rates at the top of the scale. 
The result was that we have a different distribution of the qualified 
employees, having 10 percent in the $4 rate, 13 percent in the $4.50, 
and a 32 percent concentration in the top rate of $5. 

But again the process immediately repeated itself. The following 
year that concentration rose to 41.5 percent; then the next year to 
50.5 percent; the following year to 58.1 percent, and finally in the last 
year shown the concentration is 61. 5 percent. Sixty-one anda half per- 
cent of the employees who were qualified for benefits, if they had become 
unemployed, would have drawn benefits at the highest rate without 
any differentiation between them for differences in their rates of pay 
or base year earnings, because all employees with over $2,500 base 
year earnings are treated alike. 

Finally, on the right-hand, the extreme right-hand column, I have 
asked them to set forth how the concentration would be affected, by 
the bill you are now considering. 

Applying the terms of the present bill to the individuals who would 
have been qualified for benefits in the final vear, the vear 1950-51, 
the result of the bill would be to redistribute the potential beneficiaries 
so that only 17 percent would fall into the $6.50 rate; 27 percent into 
the $7 rate, and 20 percent into the $7.50 rate, which is the highest 
rate. 

I also asked the director of research of the Railroad Retirement 
Board to prepare a distribution of the benefits paid by earnings 
brackets in the 1950-51 benefit year, and to show the effect on them 
of the changed benefit provisions of the bill that you have under 
consideration. 

That table is headed “Effect of H. R. 6525 on benefits in 1950-51 
under Railroad Unemployment Insurance Act.”’ 

(Table 4, referred to, is as follows:) 
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TABLE 4.— Effect of H. R. 6525 on he ne fits in 1950 51 under Railroad 
Unemployment Insurance Act 





Unemployment benefits Sickness benefits (excluding maternity 
og -- Spee Under Under Increase Increase 
present | proposed r 
provi- provi- Actu 2) ay 
sions sions Amount Percent Amount Percent 
Total $25, 718, S00 $32, 171, 200, $8, 452, 400 34, 6 $26, 507, 700 $37, 255, 300 $10. 916. 600 41.2 
$150 to $299 1, 092, 200 -1, 092, 200 169, 200 
$300 to $474 1,220,600 1, 830, 900 610, 300 0.0 7 1 oy 107. 200 } 
$475 to $749 2,024,700; 3, 149, 500 1, 124, S00 54. 6 5, Si) 185, 100 7.7 
$750 to $999 1,928,600 3,085,800, 1,157, 200 60.0 rs Fy 201, 400 Al¢ 
$1,000 to $1,209 2,116,000 3,174,000 1,058, 000 50.0 S18, Sty 288), SOF ‘ 
$1,300 to $1,599 2, 368, 400) 3,383,400 1,015,000 42.9 1, O76, SOD 346, 600 ‘7.5 
$1,600 to $1,999 3,409,000 4,687,400 1, 278, 400 7.5 2 iy 5, 20) 41.1 
$2,000 to $2,499 3,831,100) 5, 108, 100 1, 277, 000 33.3 $ ri. $45, OO 0 
$2,500 to $2,999 3, 248,600. 4, 223, 200 074, 600 30.0 BAG2, 1K 2 O84, HOD > 0 
$3,000 to $3,494 1,905,000 2. 667,000 7TH2, O00 10.0) 10, SSs, GOK 180, 500 12.0 
$3,500 or more __ 574, 600 861, 900 287, 300 ww.0 7.015, 40 2 393. 300 1.8 
! The amount paid to individuals with base-vear earnings le in $300 in 1950-51 was considered to 
offset amounts payable to annuitants complet tely disquali fed ur # <= the present provisions; hence, no 
reduction was mad. 
Norte. Figures may not add to totals shown because of rounding. 
Source: U. 8. Railroad Retirement Board, Office of Director of Research, Feb. 25, 1952. 


Mr. ScHoenek. You will note that in this table, which I should like 
to identify as table No. 4, there is set forth both of the unemployment 
benefits and the sickness benefits that were paid in the benefit year 
1950-51, distributed according to several earnings brackets that would 
be established by the present bill. 

There is also shown for each bracket the extent to which the pay- 
ments in that bracket would be increased by the provisions of the bill 
and the amount and the percentage of increase. 

Now, when you come to the column in the middle of the page under 
the heading “‘Increase, amount,’’ vou will find first a total figure of 
$8,452,400. Below that, immediately below that is $1,092,200. 

That figure has a minus sign in front of it for a reason that is ap- 
parent when vou note what that figure is. That is the amount that 
was paid in 1950-51 for earnings in the bracket $150-$299. Under 
oo provisions of the present bill, by which the minimum qualifying 

‘arnings would be increased to $300, the individuals who received 
does payments would not Suan That is, therefore, a saving which 
the bill provides. 

You will note that in the corresponding column to the right under 
the heading of “Sickness benefits,”’ there is no figure, but a footnote 1, 
which explains that 

The amount paid to individuals with base-vear earnings with less than $300 in 
1950-51 was considered to offset amounts payable to annuitants completely dis- 
qualified under the present provisions; hence no reduction Was made, 

I think that footnote calls for some explanation. 

Mr. Hinshaw raised the question with Mr. Harrison, when he was 
on the stand, as to whether individuals could draw both State unem- 
ployment and benefits and unemployment benefits under the Rail- 
road Act, and Mr. Harrison explained that that was not possible. 

The same thing applies where an individual is a beneticiary both 
under the Railroad Retirement Act and under the Railroad Unem- 











34 RAILROAD UNEMPLOYMENT INSURANCE ACT 


ployment Insurance Act. He gets an amount equal to the higher of 
the two, but is not allowed to duplicate his benefits. 

Now, this footnote refers to cases in which individuals who were 
eligible for railroad retirement annuities for the year 1950-51, might 
have been eligible for unemployment benefits also, but since the re- 
tirement annuity was larger in amount, the unemployment benefit 
was not paid. However, with the higher scale of benefits provided 
under this bill there will be such cases in which the unemployment 
benefits would exceed the retirement annuity and the difference 
would be paid out of the unemployment insurance account. 

Those payments were considered in compiling these statistics as 
offsetting the savings that would be made on sick benefits through the 
elimination of the class with earnings of less than $300 in the base 
period. It is as a result of the computations shown on this page that 
you will find in the first line of figures, under the heading “Increase 
percent,” the figure 35.6 in the middle of the page and the figure 41.1, 
at the right-hand side of the page. 

Those are the figures representing the over-all increase in dis- 
bursements that have been estimated by the Railroad Retirement 
Board and to which Mr. Harrison referred to in his testimony. 

Mr. Hinspaw. Mr. Chairman. 

The CuatrmMan. Mr. Hinshaw. 

Mr. Hinsnaw. During the interval while Mr. Schoene is referring 
to his notes in connection with the question I asked, I want to say 
that the annual report of the Railroad Retirement Board for 1950 
shows they checked 19,000 cases of unemployment against State 
records, and found 218 cases of duplication and placed charges of 
fraud against 62. 

Mr. Hesettron. Something like that. 

Mr. Hinshaw. With a total of 19,000, that represents a fraction 
of the total number given in one of the tables, those referring to unem- 
ployment benefits during the year, of something in the order of 10 
percent, IT imagine. So that would indicate that perhaps as many as 
2,000 such fraud cases could be discovered in any one year, in an 
average year. 

Now, since these have been discovered I am wondering whether 
or not there are other cases, because of movements from one State 
to another and the change of addresses, and so forth. 

Mr. Scuoenr. I think, Mr. Hinshaw, that the representatives of 
the Board might be able to give vou further information on the 
method of administration. I really do not know anything about 
them. 

(The following was later submitted for the record :) 


STATEMENT RY Mr. WitiramM J. KENNEDY, CHAIRMAN OF THE RAILROAD RETIRE- 
MENT BoaRD, ON THE PoLictne OF THE UNEMPLOYMENT INSURANCE AcT IN 
ANSWER TO A QuESTION BY CONGRESSMAN HINSHAW 


The Board, in policing the unemployment and sickness insurance systems, 
follows several steps. There were, in 1949-50, 470.000 unemployment insurance 
beneficiaries and 150,000 sickness insurance beneficiaries. 

Tt is unnecessary to attempt to check all of these cases. Any beneficiary whose 
record shows that he worked in all the months of his base vear could searcely have 
worked long enough to qualify for benefits under a State system. The possibility 
of duplication of benefits under two systems exists almost entirely in the cases of 
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beneficiaries whose employment in the railroad industry in the base year was casual 
or somewhat less than a full year. 

Therefore, in checking cases of beneficiaries who might be getting duplicate 
benefits we direct ourselves primarily to such part-time employees. 

The Board’s regional offices check these cases on a sample basis against the ree- 
ords of the several States in the region to ascertain whether there is duplieatien. 

In the 1949-50 benefit vear, nearly 19,000 such checks were made. Duplicate 
claims were made in 126 cases, but benefits had actually been paid in only 67 of 
such cases. Obviously, since the Board selects those cases where duplication could 
possibly occur, the ratio of 67 cases out of 19,000 would not apply to all benefie- 
iaries paid during the vear; the ratio would be very much less. 

This, however, is not all the Board does to detect improper payments. The 
large proportion of all benefit claimants are interviewed by field representatives 
and their eligibility for benefits checked. If possible they are referred to jobs. 
In 1949-50, 223,000 such interviews were conducted. In 10,000 cases, claimants 
were found unavailabie for work and benefits were therefere denied, and 17,000 
claimants were placed in jobs. 

In addition to this, wherever there is any evidence that a beneficiary has 
claimed benefits to which he is not entitled, an investigation is made; 5,100 such 
investigations were made in the year 1949-50, and erroneous payments were 
found in 410 cases. 

Benefits originally paid in any of these cases are recoverable. First, effort is 
made to recover in cash. If this fails, the benefits may be recovered from any 
future unemployment insurance or sickness payments. Beyond this they may 
be recovered from any other benefits payable by the board, including the final 
residual payment. Thus, the possibility of loss is very small. 

The resuits of this procedure have clearly indicated to the board that there 
is very little ‘‘chiseling’’ under the Railroad Unemployment Insurance System, 
probably less, and certainly no more, than must be expected under any similar 
insurance system, public or private. 

Whenever there is positive evidence of fraud on the part of the beneficiary the 
board refers the case to the United States district attorney for prosecution. 
In addition to that, such claimant is disqualified for benefits for 75 days. 

In 1949-50, fraud was discovered in only 124 cases and of these only 62 involved 
more than a few dollars and were referred to the district attorney. 

For the sickness insurance system the procedure is similar, except that it is 
adapted to the fact that the employee is sick instead of unemployed. . Therefore, 
cases in which an employee is in the hospital with a serious illness which is certain 
to last many months require no investigation. 

The board also maintains a claims clearance file, through which it can prevent 
any beneficiary from receiving any duplicate benefits under the board’s programs. 

Mr. ScHoene. When the railroad unemployment insurance system 
was established, the objective was to establish a system in which the 
benefits would be at least as good as those provided by any of the 
State laws. In other words, we were seeking to achieve comparability 
not with the run of the mine of the State laws, but with the best of 
the State laws. 

As the vears progressed, however, and the changes have been made 
from time to time in the various laws of the States, we have not kept 
pace with the Railroad Unemployment Insurance Act. 

In order to give you some idea of a comparison between the benefits 
provisions of the railroad law and of the various State laws, I asked 
the Retirement Board to give me a comparison of the average benefits 
actually paid per week under the railroad law with that paid under 
the various State laws. That has been compiled in tabular form, and 
| should like to have it distributed and identified as table 5. That is 
headed “State and railroad unemployment programs; ratio of 
benefits to earnings.” 

(Table 5, above referred to, is as follows:) 
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Tasie 5.—State and railroad unemployment programs: Ratio of benefits to earnings 


Railroad Unemployment Insurance 
Ac 


State unemployment compensation laws 


ct 
ey poor and Benefits Benefits i 
ing June 30 per week Average Benefits |, Rend: per week Average Benefits 
of total earnings as percent —s 4 of total earnings as percent 
unemploy- | per week? of earnings — unemploy- per week 2 of earnings 
ment ment 
1940 $s. 40 $36. 79 22.8 1940 $10. 58 $27. 02 39. 1 
1941 11.00 39. 42 27.9 1941 11.06 30. 23 36.6 
1942 12. 44. Sb 29. 1 1942 12. 66 35. 91 35.3 
1943 14. 90 49. 97 29. 8 1943 13. 84 41.25 33.6 
1944 17. 10 52. 42 32.6 1944 | 15. 90 44.25 35.9 
1945 17.00 52. 26 32. 5 1945 | 18. 77 45.11 41.6 
1946___- 17. 60 59. 02 20.8 1IM6 | 18. 50 46. 69 39. 6 
1947 17. 30 61.88 28.0 1947 17. 83 £1. 59 34.6 
1948 ‘ 17. 59 69.11 25.5 1048 19. 0 AS. SS 34.1 
1949 1Y, 21 71. 33 26.9 1049 1) 4s 56, 05 36.0 
1950... . = 19. 82 72. 36 27.4 105) 20. 76 60. 31 31.4 
i rr 17. 38 78. 45 22.2 1951 21.06 |.... 


' Source: Handbook of Unemployment Insurance Financial Data, Bureau of Employment Security 
? Includes earnings not taxable, railroad figure is average for class | line-haul railroads for the calenda 
¢ 


year including the second half of the benefit year and State figure is average for all covered employment. 
3 Based on data for 11 months. 


Source: U. 8. Railroad Retirement Board, Office of Director of Research, Feb. 25. 1952 


Mr. Scnorne. I might explain, while the table is being distributed, 
Mr. Chairman, that there are of course any number of different ways 
in which you can compare one system of unemployment insurance 
with another. That is to say, you can compare minimum payments, 
you can compare maximum payments; you can compare waiting 
periods; you can compare maximum duration of benefits and, of 
course, the laws all vary in their liberality as to all of those factors and 
the law that is more liberal in one respect may be less liberal in others. 

So, there is no one single test of the liberality of an unemployment 
insurance system. However, if you are going to make broad com- 
parisons, such as comparing the Railroad Act with the aggregate of 
the State laws, you have to use some basis of comparison that is 
common to all of them and that is capable of application in some sort 
of average fashion. 

We have used for this comparison the average weekly benefits 
actually paid for total unemployment in each system. 

Now, | think that is as significant an item to compare as any one 
that could be selected. 

As I say, it is by no means the only one, but in terms of what the 
average fellow actually gets out of it when he is totally unemployed, 
the figures here compared are the measure. 

Now, I should say also in this connection, that a comparison on the 
face of the statutes might indicate that the Railroad Act had a more 
liberal formula than some State acts, and nevertheless in actual appli- 
cation to cases you would find that higher average benefits were paid 
under the State law rather than under the Railroad Act. There 
could be a variety of reasons for that, but one rather important reason 
is that in the Railroad Act we base the amount of benefits on the 
entire earnings for the base vear, whereas under a good many of the 
State laws the benefit is based not on the total for the year, but on the 
highest quarter of the year that is included, and that, oftentimes, 
enables an individual to get a higher benefit under a State law than 
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he would get if those same earnings were under the Railroad Unem- 
ployment Insurance Act. 

Now, this table No. 5 compares the benefits per week for total 
unemployment under the railroad law, not only with the benefits 
under the State laws, but also with the averfge earnings per week in 
railroad employment. 

Take for example, the year 1940—the first column simply identifies 
the benefit vear—in that year the average benefit per week for total 
unemployment paid under the Railroad Act, is shown as $8.40 in the 
second column. The average earnings per week computed from the 
Interstate Commerce Commission's figures is then shown in the third 
column. It is $36.79 which was for that year the average weekly 
earnings of railroad employees. 

The fourth column shows the average weekly benefits as a per- 
centage of average earnings per week which for that year were 22.8 
pereent. 

Now, you will note the next column gives calendar vears rather 
than benefit vears, because as I understand it, this information 
concerning the State systems is available only by calendar years, 
whereas the Retirement Board’s information is by benefit years. 

But, in the calendar vear 1940, the average benefit per week paid 
under the State system for total unemployment was $10.58, as 
compared with $8.40; that was paid for the benefit vear 1940 under the 
Railroad Unemployment Insurance Act. 

The earnings that were lost, however, in outside industry were on 
the average less, notwithstanding the fact that the benefits paid were 
more. 

In 1940, the average earnings per week in these outside industries 
covered by the State laws was $27.02 as compared with $36.79 in the 
railroad industry. 

The consequence is that the average benefit per week for total 
unemployment in the railroad industry was only 22.8 percent of the 
average earnings per week, whereas in the industries covered by the 
State systems, the percentage was 39.1 percent. 

Now, of course that same comparison could be made year by 
vear, but 1 wil not go through it in detail. I merely wanted to direct 
your attention to the latest figures; the last one is 1950 for which a 
comparison can be made clear across the page. In that vear the 
average under the Railroad Act for total unemployment was $19.82, 
You will note that that is higher than the figure that is shown for 1951, 
again reflecting what I had pointed out earlier, that the benefit vear 
1950 was the vear with the highest volume of unemployment in the 
railroad industry that we have had at any time since the act has been 
in effect and consequently, some of the higher paid people who would 
normally not be unemployed, were also unemployed in that period. 

By 1950, the average earnings per week had risen to $72.36, with the 
result that, notwithstanding the increase in the average benefits paid 
per week, the benefits paid were only $27.4 percent of the average 
earnings. 

By contrast, the State systems were paying in that vear $20.76 on 
earnings of $60.31, a benefit in ratio to the average earnings per week 
of 34.4 percent. 

You will note also that when you compare 1950 with 1951, the 
railroad figures show a decline from $19.82 in weekly benefits to 
$17.38, whereas on the contrary the average benefits paid per week 
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under the State systems has increased from $20.76 to $21.08. Again 
keep in mind that the 1950 railroad figure is abnormally high becaus: 
of the volume of unemployment in that year; I do not mean to 
indicate that this change of over $2 from 1950 to 1951 represents » 
permanent change of conditions. 

Now, I think this table should give you some idea of how the rail- 
road system compares in average benefit payments with the averag: 
of the various State laws, but as I have stated earlier, it was initial], 
our objective not to establish simply a comparable relationship wit) 
the run of the mine of State laws, but comparability with the bes 
State laws. 

Now, when you compare the average benefits per week under th: 
railroad system, which I am informed was $18.19 for the calendar 
year 1950, with some of the better of the State laws, the discrepancy 
becomes even more apparent. 

In order to compare with a few of the better State laws, | obtained 
some figures on a few States individually. The average for 1950 in 
Michigan, for example, was $24.21, as compared with $18.19. 

Mr. Hesevron. What was that last figure? 

Mr. Scnoene. As compared with $18.19 under the railroad system 
for the vear 1950. 

In Massachusetts it was $22.7 

In New York it was $22.69. 

In Ohio it was $22.83. 

Now, adverting again to what Mr. Harrison said about Senator 
Moody’s bill—to provide Federal supplements to these State benefits 
because the benefits are inadequate. Of course, you are all acquainted 
with the fact that what greatly concerns Senator Moody is the situa- 
tion in Michigan where there has been a considerable volume of un- 
employment due to the dislocation resulting from mobilization. 

Yet, from these figures it appears that the average weekly benefit 
being paid to these people in Michigan is $24.21 or some $6 in excess 
of that paid during the same period under the Railroad Unemploy- 
ment Insurance Act. Further, if the Retirement Board’s estimate of 
a 35-percent increase as being the effect of the bill that you have 
before you is correct and you apply that percentage of increase to the 
$18.19 figure for the railroad unemployment insurance system, you 
would just about equal, barely exceed, the figure that was being paid 
in Michigan in 1950. 

So even after the enactment of this bill, it seems probable that 
there will be State weekly benefits that will on the average equal or 
exceed those provided under the Railroad Unemployment Insurance 
Act. 

Now, Mr. Harrison gave you some information concerning the 
reserves in the railroad unemployment insurance account and the 
extent to which those reserves in themselves would operate to main- 
tain the present rate of contributions for some vears. 

In order to present you with an historical background on that 
subject, I have asked the Retirement Board to prepare some financial 
data, comparing the railroad system in this respect also with the 
State systems. That table has been headed “State and Railroad 
Unemployment Programs: Selected Financial Data.’’ May we have 
that identified as table 6 and put in the record? 

The CHairman. Without objection, it is so ordered. 

(Table 6, above referred to, is as follows:) 


‘ 
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TABLE 6.- 


Benefit year 
ending June 


0 Railroad 


unem- 
ployment 
benefits 


Railroad Unemployment Insurance Act 


Balance 
in rail- 
road un- 
employ- 
ment in- 
surance 
account 


39 


State and railroad unemployment programs: Selected financial data 


State unemployment 
compensation laws ! 


Ratio 


Bene- 
° fits 
of hal- 


Nts as 

percent 

of tax- 
able 


payroll 


Taxable 


. ance t 
payroll ¢ “ve P 


bene- 


end of 
year 


Thousands | Thousands | Millions 
1940 $14, 810 $31, 452 . 
1¥41 17, 699 189, 77 
1942 . SYuO 2h6, 36 
1943 , 708 389, 
1944 47 4US, 38. 
1945 728 636, 36 
1046 20, 517 75 
194] 46, 617 
1948 32, 426 
ly4y 5,745 
1950 113, 769 
1v51 24, 780 


Source: Handbook of Unemployment Insurance Financial Data, Bureat 
? Based on unemployment insurance contributions collected 
3 Less than 0.05 percent. 

* Year ended June 30, 1951. 


Source: U. 8S. Railroad Retirement Board, Office of Director of Research, Fet 
The CuarrmMan. Go ahead, Mr. Schoene. 
Mr. Scuorene. In this table we have set forth in the left-hand 


column the benefit years ending June 30 to identify the several lines 


across the page and then vear by year in the next column is shown the 
total amount of railroad unemployment benefits paid during that 
year. 

You will note also that the vear 1950, that is by far the heaviest 


vear that we have had at any time. That was $115,769,000 paid in 
unemployment benefits that vear. 

You will note in the next column headed “Balance in 
unemployment insurance account end of year’’ how the reserves in 
the account kept piling up vear by vear until, as Mr. Harrison testified, 
they reached almost a billion dollars in 1948, the high point being 
$956 ,282,000. 

It was then that the sliding scale of contributions was put into 
effect, the immediate result of which was to provide a reduction to 
one half of 1 percent of payroll in the tax actually paid. That has 
gradually reduced the amount in the reserve, as it was contemplated 
that it would; but the balance in the reserve as of the end of the fiscal 
year 1951 was still $765,833,000. 

In the next column headed “Taxable payroll’ there is simply 
shown the amount on which the taxes were collected for these carriers 
involved. 

In the next column is shown ‘Ratio of balance to benefits;’’ that 
is the ratio of the balance in the account at the end of the fiscal vear 
to the benefits paid during that benefit vear. 

You will note the final figure there is 30.9. That means the balance 
in the account of $765,833,000 is 30.9 times the amount of benefits 
paid that year and, as Mr. Harrison said in his testimony, the result is 
that the balance alone at that time was sufficient to pay unemploy- 
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ment benefits for nearly 30 vears at the rate they were paid in that 
year. 

Now, of course, that was a vear of relatively low unemployment, 
but the preceding year, 1950, was by far the heaviest vear of unem- 
ployment that we have ever had since the system was established and 
the reserves then were sufficient to pay benefits without any additional 
income for seven such vears of unemployment. 

Now, by comparison you will see that the States did not have any- 
where near the impact of unemployment in the vear 1950 that we 
had in the railroad industry. That appears when vou compare 
benefits as a percent of taxable payrolls. You will notice there is a 
column so headed both under the railroad system and under the 
State svstems, 

If vou look at the vear 1950, vou will see that, under the railroad 
system, the benefits reached 2.5 percent of the taxable payroll, whereas 
under the State systems it was only 1.7 percent in that vear. 

Undoubtedly some of the same impact of unemployment is shown 
in the preceding vear for the States where it reached 2.3 percent, be- 
cause those are calendar-vear figures, whereas the railroad figures are 
benefit-vear figures; but when it comes to the financial condition, vou 
will note that for the 1951 period the balance in the reserves for the 
railroad system is 30.9 times the benefits paid in that vear, whereas 
under the State systems the comparative figure is 8.1 percent. 

The CHarrmMan. Mr. Schoene, how long will vou require to finish? 

Mr. Scnorene. Why, I would say about 10 or 15 minutes, Mr. 
Chairman. I think that will be sufficient for me to finish. 

Mr. Hinsuaw. Mr. Chairman, may | point out that we have other 
obligations. I do not want to raise any point, but I trust we are going 
to be able to eat before we pick up the next session of this committee. 

The Cuairman. I hope so. Suppose we recess at this time until 
2 o'clock. 

(Thereupon, at 12:25 p. m., a recess was taken until 2 p. m. of the 
same day. 

\FTER RECESS 


The Cuatrman. The committee will come to order 
Mr. Schoene, proceed, please. 


STATEMENT OF LESTER P. SCHOENE, COUNSEL, RAILWAY LABOR 
EXECUTIVES ASSOCIATION, WASHINGTON, D. C. -Resumed 


Mr. Scuorene. All right, Mr. Chairman 

At the time we recessed, | had practically concluded the discussion 
of the table that I have identified as table No. 6. There is one further 
comment | wish to make in order to make sure that what I have 
already said is not understood in any misleading way. I have re- 
ferred to the fact that the balance shown at the end of the benefit vear 
1951 is some 30.9 times the amount of the benefits paid in that benefit 
vear. I should make clear that the amount shown as railroad unem- 
plovment benefits paid in that vear refers only to unemployment 
benefits paid for lack of work and does not include the sickness pay- 
ments. 

By reference to table 4, it appears that there was also paid in that 
vear some $26,000,000 of benefits for unemployment due to sickness, 
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and if that is added to the approximately $24,000,000 that was paid 
for strictly unemployment, vou get a total of a little over $50,000,000 
that was paid, which in reference to the balance in the reserve at the 
end of the benefit vear would be approximately one-fifteenth. 

In other words, the reserve in the account was about 15 times the 
total benefits, including both the unemployment and sickness pay- 
ments. 

Mr. Harrison has told you in his testimony about the arrangements 
that were made in 1948 to provide for a sliding scale of contributions 
on the part of the carriers, and has told vou that the savings that the 
carriers have made as against the basic 3-percent rate since 1948 comes 
to some $388,120,000. In order to show the contributions that have 
actually been paid and what those contributions would have been at 
the basic rate, as well as to make a comparison with the average rate 
paid by other employers under State laws, | have asked the Retire- 
ment Board to compile a table showing that information. The table 
is entitled, ‘Railroad Unemployment Insurance Act Taxable Payroll 
and Contributions, Actual and Estimated Under Various Assumptions 
by Year.” If we may have copies of that table distributed and copied 
into the record, | would like to identify it as table No. 7 

(Table 7 is as follows: ) 


TABLE 7. Railroad Une mployne?r Insurance Act: Tarab payre and contribu- 
fions, actual and estimated unde VPATLOUS ASSUM] 
Paxable 
payroll or 
“ ’ ’ which con 
¥ tributions I A 
vere col , At 
le 1 A 
VJ lh ind \/ 
] $1. 014, 047 $1, 402, 7A7 S406), 4us 
1940 $1, 439.2 49.177 $4, 177 $1, 617.¢ $5.0) 48, 528 
144} 2. 272.5 oa, 1S Hs 15 2. 241.4 2 94 H5, 897 
1942 2 82.2 S44. it ee A 2.Tta 2 74.5 
1945 $, 422.3 102, 670 12, 67 is lu si, 491 
luds 4,048.1 121, 442 21, 442 ; ‘ é « 4 
1945 $ 307.0 1 We 131. ave 1 2w).8 ) sv ; 
194 4, 202.0 124. 059 124. 059 $ t.7 < 77,319 
1047 4, 725.7 141,77 1,77 +, 407 i2 77, 348 
144s 4, 837.5 $5, 124 145, 124 4 2 62 73, 744 
1949 1.918 87 147, 54K $, Std s 72, 111 
19%) 4, 527 > 1H, ISI Iho, 800 $+ ISS 1.7 71, 196 
1951 4,4 24, 412 $5, HM 1.4 S44, 759 
Averug f rates for the 2 calend years, x p ‘ mo Zz th 
calendar vear 1989 and 1940 rates; includes 0.3 percent Federal tax 
? Contributions were collected at tt per *" } . iount 
collected was treated as advance payment of amount due 
Source: U.S. Railroad Retirement Board, Office of Director of Resea » Feb. 25, 1952 
: 1 ' ! 1 r 
Mr. ScHoeNne. On this table, if vou look at the le‘t-h COPmLM 1, 
, all S = 1, r silos li { +! - i that 
you will find the first cohim.: merely listing the fiscal voars, that is, 
. ‘ } . +t 
the vear ended June 30 of each calendar vear there saow 
on . ' | — 
Che next column shows the taxable pavroit Oo Witlea Th I Du- 


tion was collected 

The next column shows the amounts act rally collected OV Vears, ant 
vou will note that that is a steadily increasing amount vear by year, 
starting with $49,177,000 in 1940 and growing to $145,124.00 in 1948 
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The reduction in the rate of taxation as a result of the ™_. scale 
of contributions actually became effective as of January 1, 1948, and 
therefore was effective for half ot the fiscal year 1948. As ths footnote 
explains, the amount collected does not reflect that fact, however. 
because the payments were made at the 3-percent rate through that 
fiscal vear, and then credit was allowed for the overpayments for the 
last half of the fiscal year or first half of the calendar year against 
amounts subsequently falling due. 

Then you will note from “the table that beginning with the fiscal 
vear 1949, and continuing through 1950 and 1951, the amounts col- 
lected are very substantially less than they had been in the former 
years. 

In the next column, the basic 3-percent rate is applied to the taxable 
payroll, and of course those figures run identical to those in the pre- 

ceding column through the year 1948. From there on the diffe rences 

appear year by year between what was in fact collected and what 
would have been collected on the payroll that was the base of the 
contributions. 

At the top of those two columns, vou find the totals shown, that is, 
what would have been collected to date had it not been for the sliding 
scale that was inaugurated in 1948, is shown as $1,402,767 ,009, against 
actual collections shown in the preceding column of $1,014,647,000. 
The difference between those two figures is $388,120,000, to which 
Mr. Harrison referred this morning as being the savings that the car- 
riers have made as against the basic rate. 

In the other three columns of the page, some figures are shown esti- 
mating what the payments would have been at the average rate pre- 
vailing under the State laws. I should explain, as you gentlemen 
undoubtedly know, that the basic rate under the State laws is also 3 
percent, as it is under the Railroad Unemployment Insurance Act 
There is a 3 percent Federal tax, on which 0.3 of 1 percent is actually 
collected, since credit is allowed for State taxes which run basically 
to 2.7 percent, making a combined total of 3 percent. However, 
through the operation of merit rating systems, under the State laws 
the effective rate has also been less than the 3-percent rate. 

Also, generally under the State laws, the contribution is collected on 
only $3,000 per vear of wages, as compared with $300 per month under 
the railroad statute. 

The third column from the right-hand side of the page shows an 
estimated adjusted taxable payroll to take account of the $3,000 
limitation, and so vou will note that those figures run somewhat lower 
than the actual taxable payroll that is shown in the second column 
from the left. 

Mr. Hare. May J] interrupt there? I do not understand the 
difference between the second column and the fifth. 

Mr. Scuoens. The difference is this, Mr. Hale. In the second 
column, that shows the pavroll actually taxable under the Railroad 
Unemployment Insurance Act, which taxes wages for each individual 
employee up to $300 a month. The fifth column re presents a revision 
of those figures on the assumption that a $3,000-per-vear limit, rather 
than a $300-per-month limit, applied to the taxable earnings of each 
employee. The $3,000 limit is employed because that is the on 
which is generally applicable under the State unemployment systems, 
and we are here trying to set up a comparison between what the 
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payments have been under the Railroad Act and what they would 
have been under the average contribution rate of the State laws. 

To that payroll so constructed with the $3,000-per-vear limit, we 
then apply the average State contribution rate, as shown in the column 
30 headed, which vou will note varies from vear to vear as the merit- 
rating systems of the various States operate. By applying those 
average rates to that constructed payroll, we get the amounts shown 
in the estimated contributions in the column on the extreme right-hand 
side of the page. Those amounts through 1951 represent a total of 
$906,498 ,000, or, as vou will see, somewhat less than the amount that 
has actually been paid under the Railroad Act with the 3-percent rate 
in effect to January 1, 1948, and the one-half of 1 percent rate in effect 
since that time. The difference between those figures is about 
$108,000,000. 

Of course, it is as a result of having paid into the railroad fund at 
this 3-percent rate through the calendar vear 1947, whereas these 
lower rates were in effect during that period in the States, that the rail- 
road fund has built up this very sizable reserve, which, in comparison 
with its liabilities, is perhaps twice as great as that in the States. The 
railroads will continue under the sliding scale of contributions to get 
the benefit of that large reserve, and, notwithstanding the liberalized 
benefits provided by this bill, that reserve is such that for some vears 
it is bound to continue the contribution rate at one-half of 1 percent, 
whereas the average rate for the States is now running at almost 
2 percent. 

If the effect of that is carried forward through 1960, the Board has 
estimated that by 1960, the savings to the carriers would be between 
$300,000,000 and $350,000,000 under the sliding scale of contributions 
as compared with what they would by that time have paid under the 
average rate in effect under the State laws. 

So I think that the conclusion to be drawn from these figures is 
that even under the revised benefit provisions that this bill proposes 
to establish, by 1960 the carriers will have paid from $300,000,000 to 
$350,000 ,000 less on the railroad payroll than they would have with 
the average rate of contributions for the State laws in effeet. And 
certainly, as against the 3-percent rate, they have to date saved some 
$388,000 ,000. 

That, Mr. Chairman and gentlemen of the committee, concludes 
the presentation of the material that I have to offer. I will be glad 
to undertake to answer any questions that the members of the com- 
mittee may have. 

The Cuatrman. Mr. Harris. 

Mr. Harris. Did you say that since 1948 to date, the carriers had 
not paid $308,000 ,000? 

Mr. SCHOENE. $388,000 ,000, 

Mr. Harris. That they would have had to pay had it not been for 
this sliding-scale arrangement? 

Mr. Scuoene. That is right. 

Mr. Harris. And it is estimated that from now until 1960 about 
$350,000,000 will be saved to them; that is, that they will not have 
to pay that much? 

Mr. Scuoene. The figure of $350,000,000 represents the total sav- 
ings as against the average rate of contributions under State laws, 
which they would save by 1960 from 1940 on. In other words, that 
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would be the net result of 20 vears of operation under, first, the 3- 
percent rate, through 1947, and then the sliding seale from 1947 to 
1960, as against the average rate of contributions under the State 
laws. 

Mr. Harris. That is the reason I asked you about it, because it is 
a little confusing to me. The $388,000,000 is not then the actual 
savings that they have experienced, if vou call it savings—I anr not 
sure if vou can—but anyway they have not paid the tax that the, 
would have paid had the 3-percent total been collected? 

Mr. Scuorene. The $388,000,000 is exactly that saving, Mr. Harris 

Mr. Harris. But from now until 1960, vou would not want to say 
just what the estimated savings would be? . 

Mr. Scuorenr. No. 1 do not have a precise estimate on that. If 
the payroll continues to run about $5 billion, and the one-half of 1 
percent rate remains in effect, it would be 24: percent on $5 billion 
each vear. 

Mr. Harris. You do not collect it on the entire 5 billion, though, 
do you? 

Mr. Scnoenr. Yes. The taxable payroll is running over $5 billion 
today. 

Mr. Harris. | was under the impression that taxes are collected 
on earnings up to $300 a month; over $300 a month vou did not 
collect. 

Mr. Scuoene. That is correct; but when I use the term ‘taxable 
payroll,” amounts exceeding $300 per month per individual have 
already been excluded. 

Mr. Harris. On the last table, | was interested in the explanation 
of the third column, 1948, 1949, and 1950. Why was there so much 
difference in the collections in 1950 as compared with 1951? 

Mr. Scnoene. I think the reason for that, Mr. Harris, is that in 
1950 credits for payments made in 1948 were still being applied. 

Mr. Harris. I*thought that might be it. 

Mr. ScHogeNrE. That was not fully absorbed in the case of all 
carriers in the preceding vear. 

Mr. Harris. | see. Now, vou mentioned two or three times the 
two additional benefits provided in 1946. What were those two 
benefits? 

Mr. ScHoENE. There was an additional rate of $4.50 and a $5 rate 
that were added. Prior to that time the top rate was $4. 

Mr. Harris. That is all, Mr. Chairman. Thank vou. 

The Cuatrman. Mr. Heselton. 

Mr. Hesevron. | am still not quite clear on your testimony as to 
the effect of the bill on the unemployvment-insurance fund. I wish 
vou would straighten me out as to how this fund is created. There is, 
as | understand it, a railroad unemployment-insurance account, and 
that there was a balance m that account of $784,000,000 in 1950. 
I think you said the balance was $765,000,000 in 1951. 

Mr. ScHoenet. That is right. 

Mr. Heseiron. There is also a railroad unemployment-insurance 
administration fund. The funds in that administration fund are not 
included in the reserves? 

Mr. ScHoene. That is correct. That is available simply for ad- 
ministrative expenses, and when it exceeds a certain figure—I forget 
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what it is, it used to be 6 million—any additional balance is trans- 
ferred to the account, and becomes available for benefit payments. 

Mr. Hese.ron. So it is accurate to keep that figure of $765,000,000? 

Mr. Scuoene. That is right. 

Mr. Heseiron. I spoke to you briefly this noon, trying to straighten 
my own mind on what your proposed increase in benefits would do in 
terms of that reserve. I would like to have vou deal with that for the 
record, 

On table 4, as I understood it, there was an increase of $8.452.400 
on unemployment benefits under H. R. 6525, and in sickness benefits, 
$37 255,300. 

Mr. Scuoenr. The figure you have given is the total amount that 
would be payable. 

Mr. Hesetton. I am wrong in that. Is it your best estimate that 
the annual drain On the reserve would be Ith the neighborhood of 
$19,000,000; or just what is that? 

Mr. ScHoene. That is the annual increase in disbursements that is 
estimated to be the effect of this bill. 

Mr. Hesevron. Would that necessarily be an annual charge against 
the reserve? 

Mr. ScHoeNnr. Yes; it would. 

Mr. Hese.ron. There are three other figures about which IL would 
like to inquire. 

As I understand it, in 1951, the balance in the unemployment- 
insurance account was $765.833,000; in 1950, $784.719,000; and in 
1949, $899,116,000. There is a variation in those vears, and I realize 
part was due to very heavy unemployment during the benefit year 
ended June 30, 1950. 

In other words, there was a decrease in the balance of $57,000,000, 
$114,000,000, and eighteen-million-odd dollars, in the fisca! years 1949, 
1950, and 1951, respectively. Is there any way we can project the 
balance in the account up through 1960? 

Mr. ScHoeNsr. Of course, the progressive decline in that fund that 
you have pointed out, that is 1949, $899,000,000; 1950, $784.000,000; 
1951, $765,000,000; that is the expected effect of the sliding seale of 
contributions. During all those Vears the tax rate that was effective 
was only the one-half of 1 percent rate, and it was anticipated when 
the sliding scale was put into effect that it would gradually reduce the 
fund. Then when it gets down to $450,000,000, then the rate changes 
toa l-percent rate. 

Mr. Hesevron. Is that an automatic change? 

Mr. Scnoene. That is automatically provided by the law 

Mr. Heseitron. One other thing. In table 3, vou made reference 
to the addition of two dailv benefit rates in 1946. I notice in reading 
the percentage distribution of the base-vear compensation, that if 
you total the percentages for the last three categories through 1951 
and then total the percentages for the last three categories of com- 
pensation shown in the Jast column, vou still run on an average of 
what it was up through 1945-46. That is for the fiscal year 1947 
the total was 55.7 percent, 64.5 percent for the next vear, 71.0 for 
the next vear, and so on. For the fiseal vear 1951, the total was 76.4 
percent and under the new bill it is 75.2 percent. You said that was 
to show how the concentration would be affected by these bills in 
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those wage bases of compensation. I was not quite able to get the 
significance of the breakdown from 1946 on. 

Mr. Scuoene. If you look at the extreme right-hand column, | 
take it vour figure of 75.2 is the total of the four top brackets. 

Mr. Heserton. Yes. 

Mr. Scuoene. When you do that, it is perfectly true that vou will 
still have a larger concentration in the four top brackets, that is, 
taken collectively. But the effect of the bill is to distribute those, 
and introduce a differentiation between them on the basis of the 
differences in earnings. You see, under the present law, if the 
present law were to remain in effect, you would have about 65 per- 
cent of the potential beneficiaries all receiving the same rate, even 
though their base-vear earnings ranged from $2,500 to over $3,500, 
and that difference in their base-vear earnings would not be reflected 
at all in their benefit rates. 

One of the purposes of the additional benefit rates that this bill 
would add is to bring about that breakdown of 17.3 percent in the 
$2,500 to $2,999 category, 27 percent in the $3,000 to $3,499, and 
20.4 percent in the $3,500 or more. Does that explain it, Mr. 
Heselton? 

Mr. Hesetron. I think it does. 

Just one other question. Is it vour contention that on that per- 
centage breakdown, the progressive increase in terms of the base-vear 
compensation is a desirable objective? 

Mr. Scuorene. Yes. I think it ts. 

Mr. Heserron. That is all, Mr. Chairman. 

The CHarrmMan. Mr. Wolverton. 

Mr. Wotverton. Taking into consideration the present balance 
that there is in the fund, and assuming that the bill would be en- 
acted as proposed, how long would the balance hold up to the point 
that it would be unnecessary to increase the present tax rate of 
one-half of 1 percent? 

Mr. Scuoene. Of course, Mr. Wolverton, as vou know, that would 
depend a great deal on economic conditions. 

Mr. Wotverton. I appreciate that. 

Mr. Scuoene. And what the incidence of unemployment would be. 

Mr. Wotverton. I sav I appreciate that fact, but I thought 
possibly with the apparent ability that vou have to project yourself 
into the future that maybe vou could make some projection with 
respect to that phase of it. 

Mr. Scnoenr. I will be glad to give you what information I have 
on the subject, Mr. Wolverton. In the Retirement Board’s making 
of these estimates of cost for us, they, of course, had to make various 
assumptions about what the economic conditions would be. Mr. 
Harrison told you in his testimony that they had made those compu- 
tations on three different assumptions, and he gave vou the results 
of the most conservative of the three, which would show a cost figure 
over the long range of 2.7 percent. I asked the Board, taking those 
same assumptions upon which you made that estimate of 2.7 percent, 
what would be the effect on the tax-rate increases under the sliding 
scale. They made it very clear to me that one must not use those 
figures as predictions of what will happen, because they are simply 
assumptions, but they are conservative assumptions about the 
economic conditions. 
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On those assumptions, making merely the computations from 
those assumptions, they say that under the present law under those 
assumptions, the tax would go to 1 percent rate on January 1, 1961, 
whereas if this bill is enacted, it would go to 1! percent rate on Janu- 
ary 1, 1959. In other words, the increase would come approximate ‘ly 
2 years earlier, and would be an increase to 1's percent as of that time, 
rather than the increase to 1 percent. 

Under the same assumptions under the present law, it would go to 
the 2 2 percent rate in 1962, whereas under the bill it would go to the 

? percent rate in 1960. In other words, the 2 percent rate would 
have about 2 vears earlier incidence under this bill than it would have 
under the present law. 

Again on those assumptions, January 1, 1963, under the present 
law it would go to 2% percent, whereas under the bill it would go to 

; percent in 1961. Again on those assumptions, in January 1964, 
under the present law, it would drop back to 2 percent. In other 
words, the reserve would have been built up again to where the 2 per- 
cent rate, rather than the 2% percent rate would apply, and under 
this bill it would drop back to 2 2'; percent on January 1, 1964. 

That, I believe, is illustrative of what the effect of the bill is on a 
given set of assumptions. Again I want to say that it was made very 
clear to me by the Board’s statisticians and economists that those 
are computations on a set of reasonably conservative assumptions, 
but not predictions. 

Mr. Wotverrton. Are you able to give what the comparable tax 
is over the several States? 

Mr. Scuoene. Yes. 

Mr. Wotverron. I think you have given that in one of your tables. 

Mr. Scuoene. Yes, that is right. 

Mr. Wotverron. Would you emphasize that to me for a moment? 

Mr. Scuoene. In my table No. 7, I show the average rate of con- 
tribution under State laws for the various years. That shows that 
in 1940, as was the case under the Railroad Unemployment Insurance 
Act, the initial base rate was 3 percent. That has changed from time 
to time since then. It got down as low as 1.458 percent in 1949, and 
for 1951, was 1.9 percent—almost 2 percent. 

Mr. Wotverton. And at the present time the railroad tax is 
one-half of 1 percent? 

Mr. Scuoene. Yes, sir. 

Mr. Wotvertron. And you would reach the figure of 1.9 percent 
that is presently in existence in State contributions in 1960 if this 
bill went through, as | understand it? 

Mr. ScHOENE. 1959, sir. 

The CuarrMan. Are there any other questions? 

Thank you, Mr. Schoene. 

Mr. Scuoene. Thank you, Mr. Chairman, and members of the 
committee. I appreciate your attention. 

The CHairman. Have you any other witnesses? 

Mr. ScHoene. No, we have no further witnesses. 

(The following statement was submitted for the record: ) 
STATEMENT OF CONGRESSMAN GEORGE P. MILLER, OF CALIFORNIA, IN SUPPORT 

or H. R. 6525 anpb 8S. 2639 


Mr. Chairman, I appear here in support of H. R. 6525, a bill to amend the 
Railroad Unemployment Insurance Act, introduced by the distinguished chairman 
of this committee, the Honorable Robert Crosser of Ohio. 
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The benefits previously payable under the provision of this act were adopted in 
June 25, 1938, and range from $1.75 a day to $5 a day. They are unrealistic in 
the light of the buying power of today’s dollar. 

The bill proposes to advance them to $3 a day minimum with a ceiling of $7.50 
per day. 

In June 1948 an amendment to the Railroad Unemployment Insurance Act 
was adopted reducing the contribution of the railroads from $3 percent to one-half 
of 1 percent with respect to compensation paid after December 31, 1947. This 
retroactive amendrent was a windfall to the railroad companies. 

Information furiished by the Railroad Retirement Board indicates that for 
the 349-vear period between the effective date - the 1948 amendments to the 
Railroad Unemployment Insurance Act, January 1, 1948, and June 30, 1951, the 
carriers saved $358,120,000 because of the arr oh ne in the unemployment insur- 
ance payroll tax from 3 percent to one-half of 1 percent. 

The Railroad Retirement Board estimates that if this bill, H. R. 6525, becomes 
law and benefits under the act are increased in accordance with ped bill, there wil! 
be no necessity to increase the payroll tax until 1961. 

Contributions by the carriers for the vears 1950 and 1951 at the one-half of 
1 percent rate were $22,778,998 and $25,610,057 respectively. At the old 
percent rate these amounts would have been $136,673,988 and $153,660,422. 
This difference between these two sums and that actually paid is $251,945,355. 
This represents the actual savings for 2 years. You can anticipate the savings 
bet ween now and 1960 by multiplying this sum by five thus getting a fair estimate 
of moneys that will have accrued to the carriers between the effective date of the 
amendment and 1960. 

Taking the conservative side and using 1960 as the last year in which no addi- 
tional tax will be necessary, using the same payroll now in effect, and assuming 
that unemployment will continue as at present, and projecting the current annual 
savings to the carriers as a result of the 1948 tax reduction, the carriers will by 
1960 have saved more than $1 billion, that is, the period between January 1, 1948, 
and December 31, 1960. 

Yet the Interstate Commerce Commission in fixing the freight and passenger 
rates of the carriers took into consideration the full 3 percent of payroll tax rather 
than the reduced rate which the carriers are actually paving. So the shipping 
and traveling publie will have by 1960 paid the carriers this more than $1 billion, 
which the carriers themselves did not even have to pay in payroll tax. 

Any increase in tax which might be necessary in 1961, which is less than 3 
percent is being paid the carriers now by the shipping and traveling public, so this 
would not be an additional cost to the railroads. 

The bill will give relief in a field where it is needed. It will help take up the 
slack caused by the high cost of living and a declining dollar. 


The CaarrmMan. The next witness will be Mr. Carter Fort, vice 
president and general counsel of the Association of American Rail- 


roads. 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Forr. Mr. Chairman, gentlemen of the committee, for the 
purpose of the record perhaps I should say my name is Carter Fort. 
I live in Washington. [ama lawyer. | appear here for the Associa- 
tion of American Railroads, of which | am vice president and genera! 
counsel, 

I do not think it is necessary before vour committee to describe 
the Association of American Railroads; vou are all familiar with it. 

I shall take a ve ry few moments of vour time. Our principal wit- 
nesses will be Mr. James M. Souby, who will follow me, and Dr. 
Parmelee, who will follow him. 

At this time my statement will consist only of a few introductory 
and general remarks. We are against the bill which is before you, 
H. R. 6525, for two chief reasons. The first reason is that it would 
place the railroad unemployment insurance system, already more 
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liberal than any State system, completely out of line with the State 
systems without any conceivable basis for such a discrimination 
that we can ascertain. 

The second reason why we are against it is that the bill would increase 
the cost of the railroad unemployment system more than $30,000,000 
a vear, all of that cost being borne by the railroads. 

Mr. Hare. More than how much? 

Mr. Fort. More than $30,000,000 a year, it would increase the 
cost of the railroad unemployment system. All of that cost would 
be borne by the railroads. Although the increased cost would not be 
reflected in increased taxes at once, as has been described to vou by the 
witnesses who have come ahead of me, the railroads are in no position 
to absorb such an increased cost, and there is not any prospect that 
we can see that we will be in a position to absorb any such increased 
cost. 

As to a comparison of the present railroad unemployment insurance 
svstem with the State systems, and a comparison of the system that 
would be set up by the bill before vou with State systems, Mr. Souby 
will deal with that question at very considerable length and in con- 
siderable detail. It is a very complex question, and when you get 
through listening to him, I think that vou will not be able to escape 
the conclusion that we are now more liberal in the railroad system 
than any State system. 

Here is something that the committee will bear in mind always, I 
hope. We count for all practical purposes sickness as unemployment 
in our system, and we pay benefits for sickness. There are no sickness 
benefits paid by any States except four. And as | understand it, in 
those four States that do pay sickness benefits, they collect special 
taxes, not from the emplovers, but from the employees to pay those 
sickness benefits. 

To indicate to you what a substantial matter this is, the sickness 
benefits we pay each vear are about two thirds as much as the other 
unemployment benefits under the Railroad Act. So vou can see what 
a substantial advantage it is in the Railroad Act to include sickness, 
which is not meluded in the State systems. Even without regard to 
the sickness benefits, | think vou will reach the conclusion that our 
system is more liberal than any State system-—certainly much more 
liberal than the average State system. But when vou take into 
account the factor of sickness, there is no basis for doubt whatever. 
And I believe there is no basis for doubting that if this bill should be 
passed, we would have a system in the railroad busimess way, far out 
of line with the systems of unemployment insurance applicable to 
all other emplovees. 

We can see no basis for such a discrimination. You must remember 
that there are some 33 to 35 million workers covered by the State 
unemployment systems. There are only about 1’) million railroad 
workers. So to have the railroads fix a pattern for the States would be 
to have the tail wag the dog. The railroads get the only money that 
they get from their shippers and passengers. We do not feel that we 
would be justified in asking our shippers and passengers to pay us 
money which would enable us to pay more liberal unemployment 
benefits than they themselves pay to their own employees. And I 
think that the members of this committee might well bear in mind 
this feature. Are you justified as to a particular industry, the railroad 
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industry, in providing an unemployment system far more liberal than 
and completely out of line with, that svstem which your State thinks i. 
the proper system for employees generally? 

In that connection, those witnesses who have appeared for the bill 
and | regard this as very important—have referred you to the Moody- 
Dingell Dill, which is pending before vou. The Moody-Dingell bil! 
would increase the benefits under the State systems. The Moody- 
Dingell bill would not put the increased cost upon employers, however 
but would have the Federal Government bear that increased cost. So 
that the Moody-Dingell bill would make fundamental changes in the 
State unemployment systems both with respect to the level of the 
benefits and with respect to the sources of the money to pay those 
benefits. In other words, it drives right at the basic features of 
unemployment. 

Should you, acting with respect to a narrow segment of une employ- 
ment, that of the railroad industry, while the whole subject of unem- 
ployment surance is under consideration with respect to all workers 
m this country, both as to where the money should come from and as 
to how much benefits should be paid, step right out with respect to 
railroad employees, a very small group, relatively, and set up a system 
for them on the theory either that it makes no difference whether that 
system is in line with other systems or that it is right and proper to 
set up a pattern for all the employees of the country by dealing onlv 
with a million and a half emplovees. 

You have heard it said, of course, that our retirement benefits are 
more favorable than the retirement benefits under general social 
security, and that is correct. I have never been able to get myself 
around to thinking that there is any particular justification for that 
situation. But you have heard attempted justification for it, and 
that has been on an historical basis. The men have come here time 
aiter time and said that ia the railroad industry we had pensions Jong 
before there were pensions in other industries. You had that histori- 
cal background which was claimed to justify a separate and more 
liberal treatment of railroad employees jor retirement purposes. 

Let us assume that claim is sound. We will not argue about that 
now. Still it would furnish no reason for treating railroad employees 
more liberally as to unemployment insurance. There is no historical! 
basis there, to make a distinction between ratlroad employees and 
others such as is claimed in connection with retirement. I have vet 
been unable to find anyone who could advance even a semblance of a 
reason why railroad employees should be treated more liberally in the 
matter of unemployment insurance than their neighbors next door. 

Unemployment insurance is a social-security measure. It is to keep 
aman irom being hungry. The man who lives next door to a railroad 
employee in Illinois or Arkansas or Texas, or any other State, gets just 
as hungry as the railroad man and needs just as much money to buy 
food with. I would like for you to turn the question over in your own 
mind and see if you can find any basis, because I have not been able to, 
for treating railroad employees much more liberally than others as to 
unemployment, when you remember that it is the others who have to 
pay the bill for railroad unemployment insurance through higher 
freight rates. 

That is a feature of this bill that disturbs me and puzzlesme. There 
is nothing I would rather do than come in here on a railroad labor bill 
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and say “That suits me fine; we are for it, just as they are for it.’ 
My obligations are such, and our obligation 1s to our shippers are such, 
that I cannot see any way that I can do that with re spect to this bill. 
And I cannot see any way that you could do it, bearing in mind your 
own State unemployment systems. 

Now, I have just one or two words more. So far as the financial 
condition of the railroads is concerned, in the six postwar vears, when 
general business has been at a high state of activity, railroad earnings 
have averaged 3!5 percent return on the depreciated book investment. 
Certainly that is an inadequate, meager return. During the same 
period, other utilities have earned around 6 percent, and according 
to the National City Bank figures, industries outside of the utility 
field, based on net worth, have earned anywhere from 12 up to 20 
percent. And vet the railroads, with the most inadequate earnings 
of any classification of industry, would be called on by this bill to pay 
for unemployment insurance benefits far greater than those paid in 
other industries. 

Mr. Harrison appeared before you and made a very able and forth- 
right statement, as he always does, but he was seriously in error with 
respect to one feature. He called attention to the change in our tax 
rate by reason of the agreement in 1948, that is, our rate of tax to sup- 
port unemployment insurance, from 3 percent down to one-half of 1 
percent, and he said that in the freight-rate case of 1947, there was a 
showing of the 3-percent tax, and therefore we have gotten the 3 per- 
cent back already in our rates. That just will not hold water for a 
number of reasons. 

Our rates have been under constant review since that time. In 
1948, 1949, and thereafter our freight rates were under review. I 
think six separate times, and each time after the tax rate became 
one-half of 1 percent, the taxes estimated were put in the cost caleula- 
tions on the basis of one-half of 1 percent. so our freight rates reflect 
= the one-half of 1 percent, and not the 3 percent. And as for the 

‘ar 1947, our earnings amounted to a return of only 3.41 percent on 
our depreciated investment. 

I want to call your attention before I conclude to exhibit 5, put in 
by Mr. Schoene. That exhibit shows average earnings per week 
under the Railroad Unemployment Insurance Act, and average earn- 
ings per week under State unemployment compensation laws, and then 
an effort is made to show the benefits as percentages of earnings. 
The fallacy in the exhibit is that the average earnings shown are not 
in the case of either the railroad workers or the outside workers the 
average earnings of those who received the benefits. They are the 
average earnings within the industry. That isa very important thing. 
A railroad never closes down. Other industries do. In the railroad 
industry, we have a seniority svstem, and lay-offs are on the seniority 
basis. So in the railroad business it is the low-paid men with small 
seniority who have unemployment and who get unemployment benefits. 

In other industries, it is quite the opposite, because the whole 
factory closes down and the high-paid and the low-paid go out to- 
gether. So that this exhibit with these average earnings as shown, 
rather than the average earnings of those who receive benefits, is in 
my mind an exhibit of very little, if any, value at all. 

I should like to call attention for 1 moment to his exhibit 7. 
There was something said by Mr. Schoene to the effect that in 1960, 
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if our tax at the rate of one-half of 1 percent persists up until that 
time, we will have paid less money than if we had paid the average 
taxes under the State laws. You will notice that the average tax 
under the State laws is around 1.7 percent. The Railroad Retirement 
Board has estimated, as has been testified before you, that under this 
bill we would level out with taxes at a rate of about 2.7. So if any 
inference was left in your mind that over the long future under this 
bill our taxes would be as low or lower than the State taxes, I think 
it is an inference that has no possible justification. 

Now, looking at exhibit No. 6, that Mr. Schoene put in, vou will 
recall that after he had put it in and had talked about it for some 
time, when he came back after lunch, he called your attention to the 
fact that the benefits shown there are only part of the benefits that 
we pay, because they do not include the sickness benefits. That 
changes the entire complexion of the exhibit. When you remember 
that, and remember that the sickness benefits are perhaps on the 
average about two-thirds of the straight unemployment benefits, vou 
will see that the exhibit is largely meaningless. 

Gentlemen, I greatly appreciate your courtesy in listening to those 
few remarks, and I hope now that Mr. Souby may testify. He has 
a carefully prepared statement. 

The Cuarrman. Are there any questions? 

Mr. Heserron. Will you go into a little more detail on your esti- 
mate that the cost of this bill would be more than $30,000,000 addi- 
tional annually? 

Mr. Forr. That is not my own estimate. That is an estimate as 
I understand it of the Railroad Retirement Board. I am not able 
to confirm it or vouch for it, but I do not think there is any particular 
difference of opinion about it. I personally think it would be more 
than $30,000,000. 

Mr. Heseiron. I have seen one figure here that puzzles me. | 
realize that it relates to the change in the tax rate, but I notice in 
table A-2 of the annual report of the Board for 1951 unemplovment 
contributions are shown. It appears to me that the high point was 
reached in 1947-48 with $145,124,181. 

Then the next vear the collections dropped to $87,010. Then the 
following vear, 1949-50, we find $16,180,161, and the following vear, 
last vear, 1950-51, $24,411,957. It isa little difficult for me to under- 
stand first that figure of $87,000 and then to see the very substantial 
decrease from 1947-48 and then the increase in the last 2 years. 

Mr. Forr. What exhibit are vou looking at, Mr. Heselton? 

Mr. Hesevron. It is not an exhibit; it is table A-2. 

Mr. Forr. That is shown in one of these two exhibits. 

Mr. Hesevron. It might be an exhibit. 

Mr. Forr. Exhibit 7. Mr. Heselton, 1 think, and if I am not cor- 
rect Mr. Souby will correct me when he comes on. Prior to and 
including 1947 the tax was on the 3-percent basis. That accounts for 
the high taxes in those vears. Now in 1948 there was a change mad: 
in the law but, nevertheless, the tax was paid on the 3-percent basis, 
and the excess was credited largely to the next vear and in part to the 
following vear. 

Mr. Hesevron. That accounts for the $87,060? 

Mr. Forr. And some of the credit carried over to 1950 and ac- 
counts for the low amount in 1950. 
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Mr. Hesevron. Did | interrupt vou? 

Mr. Forr. No. 

Mr. Hesevron. In view of what vou said about the rate proceed- 
ings in the last few vears, has the Interstate Commerce Commission 
taken into account the decrease in tax rate in figuring rate increases? 

Mr. Forr. Yes. 

Mr. Hesevron. They did not actually lower the rates? 

Mr. Forr. Oh, no, what happened was that our wages have gone 
up about 140 percent since 1939, materials and supplies have gone up 
over 100 per cent, and our rates have only gone up sevent y-odd percent; 
that is what has happened. 

Mr. Hesetton. You say that somebody else will testify on this 
figure? 

Mr. Forr. Yes. Mr. Schoene testified at some length as to how 
that figure was reached, did you not, Mr. Schoene? 

Mr. ScHoene. | do not know about the $30,000,000, 

Mr. Forr. You will find it in the report of the Railroad Retirement 
Board to the committee or the dissenting report. 

Mr. Hesevron. On that legislation? 

Mr. Forr. On that legislation. I think they used twenty-five to 
thirty million. 

Thank you very much, Mr. Chairman. 

Mr. Harris. I would like to ask a question. 

The CHarrman. Mr. Harris. 

Mr. Harris. I think it is very important for two main reasons, 
one being that it is out of line with the State systems which I grant 
you is a matter worthy of consideration. Are you in a position where 
you can tell us how it is out of line with the State systems? 

Mr. Forr. Mr. Souby will devote his testimony primarily to that. 

Mr. Harris. He talks in these technical terms, and I would lke 
to have it in laymen’s terms from you. 

Mr. Forr. I can say this to you, that there are many factors that 
tend to make a system liberal or untiberal, the qualifications, the 
amount of weekly benefits, the duration of the payments, and a great 
many of those factors. In order to compare two systems you must 
compare all those various factors and then a certain clement of judg- 
ment is called for. 

It might be that vou could not cut with too fine a knife, but you 
do not need to with respect to our system as compared to State sys- 
tems because when you consider the sickness benefits, our system is 
so much more liberal than the State systems that you will find no 
room for doubt. I think you will find no trouble whatever in following 
Mr. Souby on that point. 

Mr. Harris. As I recall, we were given testimony this morning 
that the average railroad unemployment benefit was about SIS per 
week. Do vou agree with that? 

Mr. Fort. Well, it varies with the vears. In some years it was 
about $18, ves, sir. Now that disregarded sickness entirely. That 
disregarded the fact that we pay for a type of unemployment that 
nobody else pays for. Let me say this: Take that $18. As I have 
said, the sickness benefits amount to about two-thirds of the other 
unemployment payments. Take two-thirds of $18, which would be 
$12. Add $12 to $18, and vou are up to $30, far ahead of the average 
that any State pays. 
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The figures placed in the record by proponents comparing averag, 
weekly benefits paid to railroad employees with those paid to othe: 
workers are faulty for many reasons in addition to those arising from, 
the sickness feature. They do not take into consideration duration 
of payments. They disregard the fact that some people qualify for 
payments under our system who would not qualify under the State 
systems. 

More than that, they disregard the fact that those who get unem 
ployment insurance benefits under our system fall in the lower benefit 
brackets because they are the low-paid men who are laid off by reason 
of seniority, whereas in the State svstems that factor is not present 
at least to anything like the same extent. The comparison of thi 
average weekly benefits under the State system with the average 
weekly benefits under the railroad retirement system is a comparison 
that is of very little value. 

Mr. Harris. I was impressed with that statement vou made be- 
cause it seemed to me that it should be a system where the lower 
paid emplovees should be the ones to be taken care of. 

Mr. Forr. That is the kind of system we have. 

Mr. Harris. I think it is a good one, too, do you not? 

Mr. Forr. I am not objecting to that feature. 

Mr. Harris. Now the maximum number of weeks that these 
benefits accrue is 26 weeks out of the vear? 

Mr. Forr. That is right, yes, sir. 

Mr. Harris. What is the maximum for States? 

Mr. Forr. Well, it varies with different States. I do not know 
what the average is, but 26 is the highest in any State. They go 
down to as low as 12 in Arkansas. 

Mr. Harris. Perhaps, Iam not sure. The point I wanted to come 
to was the fact that vou have States, as was related to us this morning, 
that have different payments themselves? 

Mr. Forr. That is right. 

Mr. Harris. In other words, vou have one State that is out of line 
with what is being paid in another State? 

Mr. Forr. That is true. 

Mr. Harris. And another State is out of line with another one. 
I was wondering how you reconciled the point that one State is out of 
line with another State, when you have this system which might be 
out of line with what is paid in the States? 

Mr. Forr. Well, there is no way that I know to get uniformity in 
the States, but I do not see that that furnishes any reason why this 
system should be way out ahead of the parade of all the States. T do 
not see any basis for that. 

Mr. Harris. You may be correct in that. I was just thinking of 
the reasoning of the first objection that vou made. 

Mr. Forr. Yes, sir. 

Mr. Harris. I believe Mr. Heselton has already asked vou about 
the cost. You wanted to defer that to Mr. Souby? 

Mr. Forr. You mean how we get that $30,000,000? 

Mr. Harris. Yes. 

Mr. Forr. That is set out in the report of the Railroad Retirement 
Board to the Chairman, I think. It is not my figure, it is a Railroad 
Retirement Board figure. 

Mr. Cartyte. Mr. Chairman? 








ee 
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The CuarrMan. Mr. Carlyle. 

Mr. Cartyue. Mr. Fort, | understood you to say that there are now 
four States that provide benefits by reason of sickness? 

Mr. Fort. That is my understanding; yes, sir. 

Mr. Cartyie. Will you give us the names of those four States? 

Mr. Fort. California, Rhode Island, New Jersey, and New York, 
I am told. 

Mr. Cartyie. One other question. Do you know whether or not 
those States provide for a waiting period? 

Mr. Forr. No, I do not, Mr. Carlyle, but Mr. Souby has made a 
very careful analysis of all the State laws, and I am sure that he can 
answer your questions on that point. 

Mr. Carty.e. That is all, Mr. Chairman. 

The Cuarrman. Mr. Chenoweth. 

Mr. Cuenowern. Do I understamd, Mr. Fort, that these figures 
do not include sickness benefits, all these tables on payments, the 
ratios? 

Mr. Forr. There may be some that include sickness. 

Mr. Cuenowerna. These are all unemployment figures? 

Mr. Forr. I do not know whether they all are. The one that I 
called attention to which I think is 

Mr. Cuenowetnu. Do the contributions cover all benefits paid, in- 
cluding the sickness benefits, too? 

Mr. Forr. Which contributions? 

Mr. Cuenowertn. The contributions stated in table 7. 

Mr. Forr. The tax we pay includes everything we pay. 

Mr. Cuenowern. That covers everything? 

Mr. Forr. Sickness and unemployment. 

Mr. Cuenoweta. What is the tax rate at this time? Is it half of 
percent? 

Mr. Forr. Yes, a reserve was built up to $900,000,000 while we 
were paying 3 percent? That $900,000,000 to some extent is being 
lived on now and has been reduced from $900,000,000 down to the 
neighborhood of $760,000,000 plus. 

Mr. CHenowernu. $700,658,033, according to the table. 

Mr. Forr. The exhibit will show. T think it is $760,000,000. 

Mr. Cuenowern. | got the impression from hearing the witnesses 
this morning that they feel substantial increases could be made in the 
benefits without in the least jeopardizing this fund or causing any 
additional burdens on the railroad for a long time to come, is that 
correet? 

Mr. Fore. The answer to that [ think is very simple, it will increase 
the cost by about $30,000,000 or more a year. 

Mr. Cuenowern. You only paid out $24,000,000 last vear. I see, 
$24,780,000, and vou have $765,833,000 on hand. That fund is in- 
creasing at the rate of what, about $80,000,000 or $84,000,000 last 
vear, is that right? 

Mr. Forr. I will have to answer your question one sentence at a 
time. This $30,000,000 a vear, that will be the added cost which 
must be paid sooner or later. No one thinks that this one-half per- 
cent that we are now paying will even pay for the present benefits in 
the future. 

Mr. Cuenowern. I see. 


~— 
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Mr. Forr. Much less the increased ones. What will happen, ac- 
cording to the Railroad Retirement Board, is that if those benefits ar: 
not increased that rate will go up in 1960 to 1 percent, and shortly 
after that it will go up to 14 percent and even up to 2 without any in- 
pecenn benefits. 

Now if you increase the benefits the rate goes up that much soone! 
You do not pay today, but vou pay when the time comes. It would 
not increase the railroad taxes this vear or next year, maybe not for 
5 years, maybe not for 6 or 7 vears, but ultimately it would. You 
cannot get something for nothing. 

Mr. Coenowern. I understand that. Under this sliding seale you 
do not increase the tax rate until it goes below $250,000,000?  — 

Mr. Forr. It does not reach the maximum until vou get to 
$250,000,000. As I reeall it. when it gets to $450,000,.000 it increases 
from one-half percent to 1 percent and then when the reserve decreases 
a little more it goes up to 1 pereent and after the reserve decreases 
a little more it goes to 2 percent 

When the reserve gets to $250,000,000 it gets up to the maximum 
of 3 percent, I think 

Mir. CHeNowetH. You can see the practical situation which you 
face here? 

Mr. Fort. Yes 

Mr. CHenowern. The railroad emplovees in the country know 
pretty well that this amount of money is on hand and they know the 
dollar is worth only 30 or 40 cents today, and thev feel that when 
sickness comes they oho iid have some of that. It is not doing the 
railroads any good and it is not doing them any good. What is your 
observation on that? 
\ir. Fort. Only what I said, that obviously if vou are paying out 
1,000,000 more a vear the time comes when it is going to cost vou 

thing. If you were to go down town and buy an overcoat, you 
L Pav cash or vou cal vet a bill at the end of the month but vou do 
t get it free in 


1ENOWETH. Y think the drain would be heavy on the 


iT. Yes. sir. Ido 
ENOWETH. You do not recommend anv increase? 

Forr. That is right, not unless you ean find that we are below 
the States and less ess: ral than the States. I would not be one to sav 
that our svstem should be less liberal than the States. If vou find 
this less liberal than the States it should be liberalized, but I do not 
think vou can find it. 

\{r. Coenowernu. I had the impression that the railroad unemplo 
ent insurance system Was aed of the States 

\fr. Fort. Your impression ts correct 

Mr. CHenowers. And you want to keep it that way? 

Mr. Fort. Who wants to? 
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Mr. Cuenowetn. | presume that the genera! feeling of the railroads 
is that they do not want the States to catch up with them. That is 
what they are trying to do here, as I see the situation. 

Mr. Forr. If you mean railroad labor, I think you put vour finger 
right on it. 

The CHatkMAn. Thank vou, Mr. Fort. 

Mr. Fort. Thank you, sir. 

Mr. Harris. Mr. Chairman, the matter to which I referred a 
moment ago with reference to the information that has been included 
in these various tables, it is true that table 6 carries with it the benefits 
paid out from the vear 1940, each vear through 1951, but I do not 
find that the sickness benefits that were paid out were included. 
May I ask Mr. Schoene if he has that in any of his tables? 

Mr. Scuoene. You are correct that those figures in table 6 do not 
show that. 

Mr. Sovsy. I will have an exhibit showing that. 

Mr. Harris. Very well. 


STATEMENT OF JAMES M. SOUBY, GENERAL SOLICITOR, OF THE 
ASSOCIATION OF AMERICAN RAILROADS 


Mr. Sousy. My name is James M. Souby. I am general solicitor 
of the Association of American Railroads, the same organization 
which was represented here a moment ago by Mr. Fort. I am appear- 
ing here on behalf of the members of that association in opposition 
to H. R. 6525 and related bills. 

I take it no one will question the vital interest of the railroads in 
this measure. Admittedly, it would increase benefits under the rail- 
road unemployment insurance system to the extent of at least S30 
million a year. There is no escaping the fact that the cost of all bene- 
fits under the railroad system would continue to be borne solely by the 
railroads. That is definitely provided by the law. The increase 
which the bill would make in the benefits now pavable under the 
system therefore would necessarily mean just that much of an added 
financial burden on the railroads. 

The railroads are not in a position where they can vii \ 
difference anv proposal to place a substantial added financial In 
on them. When they find, as they do here, that the sole purp 
the proposal is to provide highly preferential benefits to railroad w 
ers, as compared with the benefits paid to workers covered by 
various State systems of unemployment compensation, the railroads 
feel that they would be derelict in their duty toward their s} ippers if 
they did not exert their best efforts to defeat the proposal 

Mr. Chairman, I have prepared a set of exhibits to which I will refer 
in the course of my presentation. I think it would be well if we could 
have them distributed at this stage. 

The CHarrman. They have been distributed. 

(The tables referred to are as follows:) 
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STaTiIsTICAL TABLES AND CHarRTs SUPPLEMENTING STATEMENT BY J. M. Sor; 
ON AMENDMENTS TO THE RaILROAD UNEMPLOYMENT INSURANCE AcT 
Exursir | 


Past, present, and proposed benefit schedules, Railroad Une mployment Insurance \ 


Increas: 

Daihy bene-) propos 
fit rates over pre 
ent rate 


[ daily bene- 


fit rates Base year earnings 
t ie 


Base year earnines 


Effective July 1, 193% Effective Nor. 1, 194 Perce 


$150 to $199 1.75 | $150 to $199 
$200 to $474 ‘ $200 to $474 
$475 to $749 25 | $475 to $749 
$750 to $1,024 0) $750 to $999 
$1,025 to $1,299 5 $1,000 to $1,200 
$1,300 or more ; $1,300 to $1,599 
21.400 or mor 

EF flective / Ose Proposed 
S150 to $199 
$200 to $474 ? S300 to S474 
$475 to $749 ; $475 to $749 
$750 to $999 2.§ $750 to $909 
$1,000 to $1,200 00 | $1,000 to $1,209 
$1,300 to $1,599 3.5 $1,300 to $1,599 
$1,600 to $1,999 $1,600 to $1,909 
$2,000 to $2,499 4 $2, $2,499 


$2,500 or more $2.5 $2,999 


$3,500 or more 


EXHIBIT 


Benefits paid under Railroad Une mployment Insurance Act since 1946 amendments 


Unemploy- 


ment 


Year Sickness 


1946-47 $46, 617, 000 

1947-48 32, 426, 000 $28, 600, 00K 
1948-49. _. 4, 745, 000 29, S23, 1K 
1949-50 113, 769, 000 29, 487K 
1950-51 _ - 24. 780), 000) 27, OOS, (0. 


Source: Annual reports of the Railroad Retirement Board. 


Exuinir III 


How benefits have increased with increases in wages 


Year 1939 January Percent 
1952 ; = 
Me Increase 


A section man earning $850 in 19389 
1. Straight-time weekly earnings ’ F $58. 48 
2. Straight-time earnings for 43.7 weeks $2, 55). 80 
3. Maximum benefits payable 
4. Weekly unemployment benefit amount . f $25.00 
5. Days 130 
6 Total maximum benefits SA50 OK 
Cost-of-living index (1935-30—100 12 
8. 1839 maximum benefits equated to maintain purchasing 
power of dollar ($200X191.3 percent) $302 60 
9. Proposal 
10. Weekly unemployment benefit amount $82.4) 
1} Total maximum benefits ‘ $sa5 
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How benefits have increased with increases in u 


machinist earning $1,000 in 1939 
1. Straight-time weekly earnings 
2. Straight-time earnings for 23.8 weeks 
3. Maximum benefits payable 


j Weekly unemployment benefit ar 


Days 
Total maximum benefits 
Cost-of-living index (1935-39= 100 
1939 maximum benefits equated 
power of dollar ($200 191.3 percent 
Proposal 


to 


Weekly unemployment benefit am 


Total maximum benefits 


How be nefits have 


rachinist earning $1,600 in 1939 

1. Straight-time weekly earnings 
Straight time earnines for 38.1 weeks 
Maximum benefits payabk 


PLOYMENT INSURANCE ACT 


“ages 


Percent 


increase 


January 


Year 1939 1952 


$41. 05 
21. 000.00 
nount 310.00 
an 
$200. 0 

ae) 
maintamn 


ising 


puret 


10 


increased with increases 


Weekly unemployment benefit amount 


Days 
6 Total maximum benefits 
7. Cost-of-living index (1935-39= 100 
8. 1939 maximum benefits equated to 
power of dollar ($240 191.3 percent 
9. Proposal 
a) 


1 otal maximum benefits 


Hlow be nefits have 


nessenger or office boy earning $400 in 1959 
Straight-time weekly earnings 
Straight-time earnings for 24.1 weeks 
Maximum benefits payable 
Weekly unemployment benefi 
} Days 
Total maximum benefits 
7. Cost-of-living index (1934-39= 100 
8. 1939 maximum benefits equated 
power of dollar ($160X191.3 percent 
9. Proposal: 
10 Weekly unemployment benefit am 
11 Total maximum benefits 


1 
l 
, 
; 
4. 


t 
6 


to 


’ 
increased witt 


smn 


maint 


Weekly unemployment benefit amount 


mCTCASES IN WAGES 


ount 


maintain purchasing 


unt 
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Exuteit IV 
Q salitication for henefits and maximum henefits payahle for minimum qualificat 


Maximum benefits for mi 
mum qualifications 


Minimum qualification 


Duration 
(weeks 


Railroad Unemploy- 
ment Insurance Act 
Present No requirement 
Proposed dpb 


Alabama $112.01 in 1 quarter 
Alaska _.- No requirement 
Arizona - . Wages in at least 2 quarters 
Arkansas No requirement 
California 143 times high quarter wage 
less than $300, 
Coloreds No requirement. 
Connecticut Wages in at least 2 quarters 
Delaware No requirement 
District of Columbia @5..... 
Florida Wages in at least 2 quarters 
Georgia : $100 in 1 quarter and wages in 
2 quarters 
Hawaii No requirement 
Idaho Wages in at least 2 quarters and $150 
in 1 quarter 
I}linois No requirement. 
Indiana $150 in last 2 quarters 
lowa No requirement 
Kansas $100 in 2 quarters or $200 in 1 quarter 
Kentucky. . No requirement 
Louisiana ; do 
Maine sl do 
Maryland_- At least $156 in 1 quarter 
Massachusetts No requirement 
Michigan 14 weeks at $8.01 or more 
Minnesota No requirement__- 
Mississippi .. do 
Missouri Wages ina 
Montana_. No requirement 
Nebraska do 
Nevada do 
New Hampshire do 
New Jersey le 
New Mevico $156 in high quarter 
New York 20 weeks averaging $15 per w 
North Carolin No requirement 
North ‘ Wages in at least 2 
Ohio 20 calendar weeks o 
at least $80 in high q 
Okiahon No requirement 
Oregor do 
ao 


n high quarter 

igh quarter 
$0) in high quarter 

Wages in at least 2 quarters 
f 


7 nt 


19 weeks of employme 
hours and 16 percent 


Vermont “in high quarter 
Virginia 

Washington 

West Virginia ‘ 

Wisconsin 14 weeks of employment at $12 or me 
Wyom \t least $70 in h 


If the benefit i ian $5, benefits are paid at the rate of $5 a week; no qualifying w 


imum are specifi 
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MAXIMUM ANNUAL BENEFITS FOR 
MINIMUM QUALIFICATION 
195! 


State igS1 
Amount in Dollars 


_190___160 200 2sp gn ino 


RAILROADS (Proposed 
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Qualification for benefits and maximum benefits payable for minimum quali fir 
for States with uniform duration period 


Railroad Unemploy- 
ment Insurance Act: 
Present 
Proposed 


Arizona 
Georgia 


Hawaii 
Kentucky 
Maine 
Mississippi 
Montana 

New Hampshire 
New York 
North Carolina 
North Dakota 
South Carolina 
Tennessee 
Vermont 

West Virginia 


Qualification for be 


Minimum qualification 


Employment 


No requirement 
| Sees : 


Wages in at least 2 quarters 
$100 in 1 quarter and wages in at least 
2 quarters. 
No requirement 
do_. 
do 
do 
do 
do 
20 weeks averaging $15 per week 
No requirement 4 
Wages in at least 2 quarters 
At least $100 in high quarter 
At least $50 in high quarter 
do 
No requirement 


Wages 


Maximum benefits for m 
mum qualification 


Weekly | Duration 
rate (weeks 


nefits and maximum henefiis payable for minimum qualifica 


for States basing henefits on total base year earnings 


Railroad Unemp! 
ment Insurance 
Present 
Proposed 


Kentucky 
Maine 
Minnesota 
New Hampshire 
North Carolina 
Orezon 
Washington 
West Virginia 


Minimum quailificatior 


requirement 


do 
do 


do 
do 
do. 
do 
do.. 


Maxin 1 benefits for mi: 
mum qualifications 
Duration 
wee 


Tot 
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Qualification for benefits and mazimum benefits payable for minimum qualification 
for 9 States with largest number of railroad ¢ m plouyees 


Maximum benefits for mini 


Minimum qualification “ 
mum qualification 


Duration 


Weekly 
weeks 


Employment oe 
ate 


Railroad Unemploy- 
ment Insurance Act 
Present 
Proposed 


No requirement 
lo 


144 times high quarter wages but not 
less than $300 

No requirement 

$150 in last 2 quarters 

No requirement 

Wages in at least 2 quarters 

20 weeks, averaging $15 per week 

20 calendar weeks of employment and 
at least $80 in high quarter. 

No requirement 

Wages in at least 2 quarters 


California... 


Illinois 
Indiana 
linnesota 
Missouri 
New York 


Ohio 


Pennsylvania 
rexas 


Note.—In the foregoing listed 9 States railroads of class I employ 745,762 works 


railroad employees in the United States 


kxuipir V 


payable under 


Basic maximum weekly benefit amounts, duration, and total benefit 
unemployment insurance laws (Dec. 1, 1951 


Week} 
benefit 


mount 


Total 
benefits 
pay ible 


Weekly 
benefit 
amount 


Duration 


(week 
4 


Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 


tilroad Unemploy 
nent Insurance 
Act 

Present 
Proposed 


ama oe 
iska ; , New 

: New 
New 
North Carolir 
North Dakota 
Ohio 


A 

A ‘ 
(rizona.. 
Arkansas 


lifornia 


c 
Col rado 
Connecticut 
Delaware _. 

District of Columbia 
Florida 

(reorgia 

Haw iil 

idaho 

Illinois 

Indiana 

lowa 

Kansas... 
Kentucky 
Louisiana... 

Maine se 
Maryland _....-. 
Massachusetts 
Michigan. 


Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Caro] 
South Dakota 
Tennesser 
Texas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 

W voming 
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RAILROAD AND STATE UNEMPLOYMENT INSURANCE 
BASIC ie "ween BENIFITS 
195I 


Vassachusetts 


va ma 


Colorado _ 


South Dakota 
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RAILROAD AND STATE UNEMPLOYMENT INSURANCE 
BASIC MAXIMUM WEEKLY BENEFIT AMOUNT 
19 51 


1951 
Amount in Dollars 


> 
— ~ | 
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Mr. Sourny. An understanding of the effects of H. R. 6525 is facili 
tated by an understanding of the development of the Railroad Un 
employment Insurance Act, which I shall briefly review. 

The old-age-insurance and unemployment-insurance provisions © 
the Social Security Act originally applied to the railroads and railroad 
emplovees. However, on August 29, 1935, only 15 days after thy 
enactment of the Social Security Act, Congress enacted the Railroad 
Retirement Act of 1935, establishing a separate retirement system fo: 
railroad employees, but leaving them covered by the inemployment- 
insurance provisions of the Social Security Act. Accordingly, th 
early State unemployment-compensation systems covered railroads and 
railroad employees and for a time the railroads paid the unemployment- 
insurance taxes imposed by the Social Security Act and the various 
State acts, and railroad employees received unemployment benefits 
under State svstems. 

On June 25, 1938, in response to the wishes of some of the railway, 
labor organizations, Congress enacted the Railroad Unemployment 
Insurance Act, establishing a separate system, and removing thx 
railroads and their employees from the unemployment-tax coverag: 
of the Social Security Act and from coverage under State unemploy- 
ment-compensation systems. 

Originally, the Railroad Unemployment Insurance Act provided for 
benefits ranging from $1.75 to $3 per day, for a maximum of 80 days in 
any one benefit year. The daily amount depended upon the earnings 
of the employee involved in his so-called base year. The maximum 
total amount payable in a benefit vear was $240. The benefits wer 
payable for each day of unemployment in excess of 7 during any 15-da\ 
period. This resulted in slightly less than four benefit days per week. 
Accordingly the minimum weekly benefit was slightly less than $7, 
and the maximum slightly less than $12. 
pw The following benefit schedule was prescribed by the first act: 
Base vear earnings Daily benefit rat 

$150 to $199.99 
$200 to S474.99_. 
$475 to $749.99 
$750 to $1,024.99 

$1,025 to $1,299.99 > = eee : : 

$1,300 and over ‘ Reha 


PA 


ror: 


~ 


Mr. Murray W. Latimer, the then chairman of the Railroad Retire- 
ment Board, is generally regarded as largely, if not entirely, responsible 
for this schedule. He later testified as follows: 


When the Railroad Unemployment Insurance Act was passed, it compared, on 
the whole, rather favorably with the benefits provided under State laws. It was 
definitely superior to benefits under most State laws for persons whose base-vear 
wages were low and, so far as the benefit rate was concerned, inferior to the laws 
of most States for persons receiving from $1,000 to $1,200 or more in the bass 
year. This latter deficiency, however, was thought to be offset by the fact that 
the duration of benefits specified under the act was longer than those provided 
by any State, with possibly one or two exceptions (hearings before House Com- 
mittee on Interstate and Foreign Commerce, 76th Cong., 3d sess., on H. R. 9706 
and related bills, p. 55). 

Mr. Wotverron. What was the date of that statement? 

Mr. Sovusy. That statement was made later at hearings in th: 
Seventy-sixth Congress on H. R. 9706 and related bills. That was 
in the 1940 hearings to which I will refer in a moment. 
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In June 1939, before the law became operative, it was extensively 
amended. While these amendments dealt principally with definitions 
and procedures, they resulted in some liberalization of benefits by 
eliminating all differentiation between the benefits of employees who 
worked on a full-time basis during their base vear and those who were 
employed on part-time basis. 

The benefit schedule was greatly liberalized on October 10, 1940, 
after it had been in operation only a little more than 1 vear. The last 
‘three brackets of the schedule were modified by changing the range of 
earnings covered by each and by raising the $2.75 daily rate to $3 
and the $3 rate to $3.50. A new bracket carrying a $4 rate was added 
fhe maximum number of benefit days in a given benefit vear was 
nereased from 80 to 100. By a series of technical changes, benefits 
became payable for each day of unemployment in excess of seven 
for the first 14-day period, and in excess of four for subsequent periods. 
lhis change had the effect of providing for payment of benefits for 
2 days in the first week of unemployment, and payment thereafter 
for 5 days per week instead of a little less than four. This increased 
all weekly benefit rates, after the first week. With the new maximum 
daily rate at $4, it increased the maximum weekly benefit from slightly 
less than $12 to $20—an increase of over 66% percent. The maximum 
total of benefits payable in a benefit vears was increased from $240 
to $400, an increase of 6675; percent. 

The new schedule of benefits was as follows: 

Kase-year earnings: 
$150 to $199.99 
$200 to $474. 99 
$475 to $749. 99 
$750 to $999.99 
$1,000 to $1,299.99. oe 
$1,300 to $1,599.99 . <a 
$1,600 and over_. eee Te Ba ane e _—_ : : 

The 1940 amendment made no change im the dailv benefit rates for 
buse-vear earnings below $1,000. As evidenced by the quotation from 
\{r. Latimer’s testimony, the rates for base-vear earnings below $1,000 
were already quite liberal as compared with those pavable under the 
“tate systems. However, the weekly benefits for such earnings were 
nereased over 25 percent in each case by making each benefit pavable 
for 5 davs a week instead of a little less than 4 days. That little less 
than four comes from the fact that they paid for 8 davs out of each 15, 
making it slightly less than the average of 4 days per week. Thus 
the minimum rate of under $7 per week became $8.75 per week, the 
next rate of under $8 per week became $10, and so forth. In addition, 
the maximum number of daily benefits pavable in a benefit vear was 
raised from 80 to 100, an increase of 25 percent in all maximum total 
benefits at all levels. 

At the time the 1940 amendments were under consideration, the 
Railroad Retirement Board estimated that they would result in an 
nerease of about 72 percent in the over-all cost of benefits. Later, 
based upon actual experience, the Board’s estimate was 60 percent. 
“ce page 60 of the Board’s annual report for 1940. 

| come now to the more important changes which were made in 
'446, by what is commonly referred to as the Crosser Act, the $4 rate 
vas made applicable for base-vear earnings of $1,600 to $1,999.99 and 
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two new rates, one of $4.50 and the other of S85 were added. T), 

maximum number of davs for which benefits were pvable i the 
benefit vear was imcreased from 100 to 130 — from 20 weeks to 26 
weeks of benefits. The maximum total amount pavable in a beneti: 
vear thus was increased from $400 to $650. an increase of 62) percent 
Most important of all, these increased benefits were made payable not 
only for unemployment but were made applicable also to new hazards 
covered in 1946, inability to work because of disabilitv due to injur 

from whatever cause or sickness of any deseription, including what thy 
act refers to as maternity sickness 

Mr. Harris commented on the fact that there had been no showing 
by the proponents of this measure with respect to those sickness 
benefits. | think L understand why they do not care to emphasize 
them, but 1 do want to emphasize them and | want to emphasiz 
particularly the effeet that that and one er two other matters might 
have on the showmeg which is contaimed im Mr. Schoene’s table 6 

You will notice the column there over a little bevond the middle ove: 
on the right-hand side where he shows the benefits under the Railroad 
Unemployment Insurance Act as percent of taxable payroll. For 
some reason that is confined entirely to the unemployment benefits. 
and the percentages shown there do not melude the percent which the 
sickness benefits would bear to the taxable pavroll. On the average 
that is computed as about six-tenths of 1 percent Furthermor 
under our act the railroads pay taxes also to support the administrative 
costs of the act, and that is not true under the State laws. Under 
State law, you may recall, the administrative expenses are paid by the 
Federal Government out of that tax of three-tenths percent that backs 
up the Social Security Act. If von would add the six-tenths of 
percent as the average estimated cost of the sickness benefits with 
respect to the taxable payroll and then add to that two-tenths of | 
per cent as the generally accepted figure that the Board uses for th: 
administrative expenses, vou would get quite a different picture in 
that column there showing those percentages. 

The 1946 Crosser Act schedule of benefits, which is still in effect 
shown in my exhibit No. 1, is as follows: 

Base-year ear 
$150 to $199.99 
$200 to $474.99 
$475 to $749.99 
$750 to $999.99 
$1,000 to $1,299.99 
$1,300 to $1,599.99 
$1,600 to $1,999.99 
$2,000 to $2,499.99 
$2,500 and over 

Mr. Have. Shown where? 

Mr. Sousy. Inmy exhibit No.1. Il show all four scales, the origina 
scale, the 1940 scale, the 1946 scale, and then T add to that the seal 
that is proposed in the pending bill. | would like to have each oO; 
those schedules copied at the appropriate pom in mM oral testimon, 
here, and I have noted a place for that 

I call attention to the fact that the Crosser Act made no change i 
the daily benefit rates for base-vear earnings below $2,000, but merely 
added the $4.50 and $5 benefits. This was in recognition of the fact 
that the existing scale was so constructed that up to the highest 
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bracket, wage increases would automaticallt result in higher benefits. 
This was pointed out by Mr. Latimer in his testimony in support of 
the Crosser Act schedule He said: 

An increase in earnings below the maximum schedule, to some extent, is re- 
flected in an automatic adjustment in benefits If, for example, earnings in the 
base vear increase by 25 percent from SSOO to S1,000, there will be an inerease of 
20 percent in the benefits; or if the base-vear wage is increased from $1,300 to 
$1,600, there is a One-sixth increase in benefits: or if there is an increase of similar 
proportion in wages in the base vear from $1,400 or $1,500, there is an inerease of 
one-seventh in benefits. At almost anv place in the scale, the increase in the base 
wages will produce less than an equal proportionate rise in benefits: but above 
$1,600 there is no increase in benefits at all; that is, an increase of $1,600 base 
wage to $2,000 or even 33,000 produces no increase in benefits 

There ought, of course, to be some maximum The S4 rate was a reasonable 
one in 1940, provided adequate benefits, and at the time seemed to be a reasonable 
maximum: but it does not seem altogether reasonable now . 

Of course, in the case of the railroad unemployment insurance scale it is not 
intended that the high-wage worker draw as large a proportion of his wage as the 
low-wage worker ih. hearings before the House Committee on Interstate 
and Foreign Commerce, 79th Cong., Ist sess., on H. R. 13.62. p 201 

To complete the legislative historv of the act T should mention 
amendments which were enacted in 1948 and 1951, although they 
have no bearing on the matter of the liberalization of the benefits 
under the act. The 1948 amendment did not affect the benefits. It 
was confined to the substitution of a graduated seale of taxes on em- 
plovers for the support of the system in lieu of the flat 3-percent pay- 
roll tax which the railroads had paid since July 1, 1939, The gradu- 
ated scale ranged from one-half percent to 3 percent, the rate for any 
given calendar vear depending upon the balance in the unemployment 
insurance account at the close of business on September 30 of the 
preceding Vvear The railroads had patil the S-percent tax for eight 
and a half Vvears and the balance in the account at the time of the 
amendment was almost $1,000,000,000 

As the result of the change the tax has been at the rate of one-half 
percent since January 1, 1948, and will continue at that rate until the 
balance in the account drops below $450.000.000, when it will vo up 
to | pereent It will not vo back to 3 percent unless and until the 
balance drops below $250.000.000 

Now there has been a great deal of talk here about what the railroads 
have saved asa result of that. Thev have saved, but they have saved 
at the expense of themselves by simply riding along on the fat that 
had accumulated from the higher tax of 3 pereent that they paid for 
8. vears before this amendment was made 

The other change in the law since its original enactment was made in 
1951 and was a very minor one, although it resulted in some liberaliza- 
tion of benefits for certain classes of emplovee. I do not care to go 
into that here because Tam making no point of it 

The Railroad Retirement Board's 1947 report states that unem- 
plovment benefits for the fiscal vear ended June 30, 1947, aggregated 
$46,617,000 and that about $7,841,000 of this resulted from the higher 
benefit rates and longer durauion under the 1946 amendments. These 
figures indicate an merease of some 20 percent re sulting from the 1946 
umendments However, us the inereased benefits were in effect for 
only 11 months of the vear, the actual increase exceeded 20 pereent in 
the wav of the over-all cost of the benefits. 

The 1946 amendments providing sickness and maternity benefits 
did not become effective until July 1, 1947, so none were paid in the 
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fiscal year. During the succeeding fiscal year, they amounted to 
$26,600,000, all creditable to the 1946 Crosser amendments. They 
were equal to more than three-fourths of the $32,400,000 in unem 
ployment benefits paid in the same year. The benefits paid fo 
unemployment and sickness for ea.h year since the Crosser Ac 
amendments are shown in my exhibit IT. 

I did not go back of that because | primarily wanted the exhibii 
to compare the amounts paid for unemployment and sickness, and 
of course, the sickness did not start until the fiscal year ending Jun 
30, 1948. So 1 did not show the benefit for unemployment back prio: 
to the Crosser Act amendments. 

The increase of over 20 percent in unemployment benefits which 
resulted from the 1946 amendments was on top of the increase from, 
the 1940 amendments, which the Board determined to have been at 
least 60 percent. Thus, since 1938 the unemployment benefits hav: 
been liberalized at least 92 percent. The maximum weekly rate fo: 
unemployment has been increased from slightly less than $12 to $25, 
108 percent, and the maximum number of days for which benefit: 
are payable in a benefit-vear has been increased from 80 to 130 
62), percent. The maximum total amount of benefits payable to an 

“individual for unemployment during a benefit vear has been increased 
from $240 to $650, over 170 percent. In addition to the striking 
increase in unemployment benefits, the statute now provides for cash 
sickness and maternity benefits at the same rates and total amounts 
as the unemployment benefits. 

The average increase of at least 92 percent in unemployment bene- 
fits resulting from the amendments of 1940 and 1946 takes no account 
whatever of the large increases in benefits which automaticall) 
resulted from the increase in railroad wage levels since 1938. 

As I have already pointed out, the daily benefit schedule is so 
constructed that any substantial increase in wage levels automatically 
increases unemployment benefit levels. 

Of course, due to the way in which the benetit schedule is graded, 
the automatic increase in benefits will rarely be in direct proportion 
to the increase in wages. Sometimes it will be considerably more and 
sometimes it will be considerably less. On the average it will prob- 
ably be somewhat less. For example, the daily rate of $3 payable for 
base-year earnings of from $1,000 to $1,299.99 represents an increase 
of 20 percent over the rate of $2.50 for base-vear earnings of from 
$750 to $999.99. For a man with base-year earnings anywhere 
between $995 and $1,000 an increase in wages of only a fraction of | 
percent would have been sufficient to entitle him to the 20 percent 
higher benefit. For a man with base-year earnings of $875, or mid- 
way of the $2.50 bracket, it would have required an increase of about 
15 percent in wages to entitle him to the increase of 20 percent in 
benefits. If his base-year earnings were only $750, however, he 
would have needed an increase of 3315 percent in wages to put him 
in the next bracket. 

How the benefits under the original act have been increased as the 
result of the combination of rising wages and liberalization of the 
benefit formula can be illustrated by particular classes of railroad em- 
plovees. I give some illustrations of that sort in my exhibit II. 
Take, for example, the case of the average section hand, or track 
laborer, an illustration of which is shown on sheet 1 of that exhibit. 
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In 1939 the average weekly straight-time pay for a section man was 
$19.44 for a 48-hour week. Working full time he could then earn close 
to $1,000 a year. 

At the end of 1951 the average weekly pay had increased to $58.40 
for a 40-hour week. These are all what we call straight-time rates of 
pay. For the same number of weeks in which a man earned $850 in 
1939 he would today earn over $2,500. For base vear earnings of $850 
he would have been entitled under the original act to an unemploy- 
ment benefit of $2.50 per day and slightly under $10 per week, and to 
a maximum total of 80 daily benefits, or $200. For base vear earnings 
of $2,500 he would be entitled under the present act to an unemploy- 
ment benefit of $5 per day and $25 per week, and to a maximum total 
of 130 daily benefits, or $650. That is all shown on sheet 1 of my ex- 
hibit 3 in summary form. 

In addition, he would be entitled to sickness benefits at the same rate 
and in the same total amount. Considering his unemployment bene- 
fits alone, the increase in his weekly rate would be 150 percent and the 
increase in his maximum total benefits would be 225 percent. 

Now referring to sheet 3 of that exhibit I take as another practical 
illustration; take the situation with respect to machinists. In 1939 
the average straight-time weekly earnings of a machinist was $41.95, 
for a 48-hour week. By the end of 1951, the average was $79.36 for 
a 40-hour week, an increase of 89 percent in the weekly wage. Thus, 
for the same number of weeks, in which a machinist earned $1,600 in 
1939, he would today earn over $3,000, and he would have shorter 
weeks in the later picture. 

For base vear earnings of $1,600, he would have been entitled under 
the original act to an unemployment benefit of a little under $12 per 
week, and to a maximum of $240 in benefits. For base year earnings 
of $3,000, he would be entitled under the present act to a weekly benefit 
of $25, and to total benefits for unemployment alone of S650. In addi- 
tion he would be entitled to sickness benefits at the same rate and in 
the same total amount. Considering the unemployment benefits 
alone, the increase in the weekly rate would be 108 percent and the 
increase in the total amount payable would be 170.8 percent. Thus 
his benefit increase has greatly exceeded his increase in rate of pay of 
89 percent which is about the same as the merease since 1938 in the 
cost of living. 

By the way, that index for the cost of living shows a somewhat 
greater increase over 1939 than over 1938. | think it stands at 91.2 
percent over 1939. It is barely over 89 percent above 1938, and that 
happens to be almost identical with the rate of increase of pay of the 
machinist. And the increase in the rate of pay, by the way, of the 
machinist of 89 percent is fairly representative of the extent of the 
increase in pay of a large number of classes of the higher paid railroad 
employees. There are some that have gone more than that. The 
average increase In straight-time rates of pay since 1938 would be 
about 144 percent, but the higher increases have applied more largely 
to the lower-rated classes and not to those that draw the higher pay. 

Mr. O'Hara. Would it interrupt you too much if I asked you a 
question? 

The CHarrmMan. Can you not wait until he completes his statement? 

Mr. O'Hara. I have to go to another meeting at 4 o'clock. I just 
wanted to ask him one question if he can answer 1 
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Mr. Souby, what was the cost breakdown of it, of the maternity 
benefits? 

Mr. Souny. The maternity benefits, I do not know what the per- 
centage is, but they have been running at the rate of about $2,000,000 
avear. I have a little to say about that, I think it is utterly inde- 
fensible, but merely because of the relatively small amount of money 
involved we do not make a great cleal of to-do over it and in some ways 
it is a disgraceful sort of provision. I do not know what that would 
be percentagewise, but it is running in the neighborhood of $2,000,000 
a vear for that type of payment. 

The history of the railroad unemployment insurance system estab- 
lishes beyond controversy that the system was originally established 
on the basis recommended as fair and reasonable by railroad employ- 
ees; that the changes made in 1940 and 1946 were those recommended 
by the employees as fair and. reasonable, and that the increases in 
benefits have more than kept pace with the increases in railroad wages 
and in living costs. 

I do not know that anyone can say what would be exactly the over- 
all increase in benefits which would result from the new schedule pro- 
posed in H. R. 6525. 1 think it quite conservative, however, to say 
that it would range somewhere between 40 and 45 percent. As shown 
on my exhibit I, the lowest increase proposed in any present daily rate 
is 30 percent, while the highest is 60 percent. Moreover, the higher 
increases apply to the earnings brackets in which the greater number 
of beneficiaries usually fall. The elimination of benefits for base year 
earnings below $300 would result in some savings, but as shown on 
some of the tables supplied by Mr. Schoene this would not greatly 
affect the over-all increase in benefits. Probably it would be balanced 
against the other item that was mentioned by Mr. Schoene of the 
added payments for sickness that would have to be made to persons 
who are already drawing retirement benefits. 

An average increase as low as 40 percent on top of the 92 percent 
increase resulting from the 1940 and 1946 amendments, would mean 
a 169 pereent liberalization of the benefit formula. Such a liberal- 
ization of the formula would result in actual increases in benefits 
far, far greater than 169 percent over those provided for in’ the 
original act. For example, take the illustration which I gave in my 
exhibit I1T on sheet 1 of a section man earning $850 in 1939 and who 
for the same number of weeks of employment (and shorter weeks at 
that) would earn today $2,550. For earnings of the latter amount 
he would be entitled under the schedule proposed in the bill to a 
weekly benefit of $32.50 and maximum total benefits of $845, con- 
trasted with the weekly benefit of $10 and maximum total benefits 
of $200 to which he would have been entitled under the original act 
for the same number of weeks, but 20 percent longer weeks, of work. 
The increase in the weekly benefit would be 225 percent, and the 
increase In total benefits would be 322 percent. His total potential 
benefits are presently a larger percentage of base pay than it was In 
1938, and the proposed amendments would greatly increase this 
percentage. 

The liberalization of 92 percent which has been made in the benefit 
formula since 1938 ts in itself greater than the increase of about 89 
percent which has taken place since that date in the cost of living. 
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This liberalization of the formula, combined with the automatic 
increase in benefits produced by wage increases, independently of 
such liberalization of the formula, has resulted in an increase in bene- 
fits which not only has far outstripped the increase in the cost of 
living, but which comes but little, if any, short of equaling the aver 
age increase of about 144 percent in railroad wages since 1938 lt 
far more than equals the increase in wages of the higher rates em- 
plovees. In addition, the act now provides for sickness benefits, at 
the sole cost of the emplovers, on the same basis as unemployment 
benefits and in total amount averaging about two-thirds the total 
payments for unemployment, a form of benefit whieh was unknown 
at the time the system was established and which is still not provided 
under any other unemployment Insurance svstem at the expense of 
the emplovers. 

At that point | think I might mention some of the characteristics 
of the four systems of sickness benefits that are now in existenc 
outside of the railroad system. The first one that was established 
was in the State of Rhode Island That is financed solely ut the 
expense of the men who are taxed | percent of their pay up to 35.000 
per vear to sustain it. It is not at all a part of the svstem the costs 
of which are borne by the emplovers, 

The system in California is financed similarly by a lL pereent tax 
on the employees on all wages up to $5,000 a vear, with no tax on 
the employers. 

The Ssvstem in New Jersey is financed Iyy au tax of three-fourths of 
1 percent on the employees and one-fourth of 1 pereent on the 
emplovers. 

The New York system isa rather peculiar cote lt is not a part 
of the unemployment insurance system but is set up independently 
administered by the same group that administers their Workmen's 
Compensation Act. [It provides fora tax of one-half of | percent on 
the emplovees, with the balance of the cost, if anv, to be borne by 
the emplovers It is less liberal than the railroad svstem and if thes 
administer it as economically as ours seems to be administered, the 
probability is that the emplover will never be called upon te pay 
anything for it. 

The CHarrmMan. The committee will stand adjourned at this time 

The following telegrams were received for the record 

roreka, Kans 
Hon. Rogerr Crosser, 
Chairman, Hlouse Committee on Interstate and Foreign Con 
House Office Building, Weshington, D. ¢ 

The Kansas State Chamber of Comunerce respecttuily requests the 
tion to H. R. 6525 be recorded in the minutes of your committee hearit 
sive liberalization of raiiroad unemployment insurance benefits wo 
upset balance with other social-security programs in behalf of a highly preferen 
tial segment of emplovees. Proposed increased benefits would set a congressiona 
precedent to be strongly urged as a standard for State svstems, attacking the 
soundness of the latter. Benefit levels would be entirels disproportionate witt 
qualifving wages Proposed amendment would also be inflationary since 
necessary increase in railroad operating cost would result 


u 

me 
i 
i 


id further 


(°C, WKILKER 
Manage Aansas Sfaate © hecratee st C orrtnre 
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CHARLESTON, W. Va., March 7, 1952. 
ROBERT CROSSER, 
Chairman, Hause Committee on Interstate and Foreign Commerce, 
House Office Building: 

Should the Congress adopt H. R. 6525, providing for unemployment benefit: 
for railway workers out of all proportion to their qualifying wages, the examp!|: 
will severely damage the State unemployment compensation systems. ‘The 
present level of benefit payments to the unemployed in West Virginia and other 
States, when compared to net take-home pay of those actively at work is already 
sufficiently high to persuade many shiftless workers to accept idleness rather 
than employment. This bad situation would be greatly aggravated by increas 
ing the present benefit schedule for railway workers. The West Virginia Chamber 
of Commerce by vote of its membership is formally on record in opposition to the 
principles of H. R. 6525, and we therefore respectfully request that as a forma 
record of our opposition this telegram be incorporated in the report of your 
committee’s hearings. 


H. A. STANSBURY, 
Managing Director, West Virginia Chamber of Commerce 


(Whereupon, at 4 p. m., the committee was adjourned subject to 
the call of the Chair.) 





RAILROAD UNEMPLOYMENT INSURANCE ACT 





WEDNESDAY, MARCH 5, 1952 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForeIGN ComMMERCE, 
Washington, D. C. 

The committee met, pursuant to adjournment, in room 1334, New 
House Office Building, at 2 p. m., Hon. Robert Crosser (chairman), 
presiding. 

The CuarrMan. The committee will please be in order. 

Mr. Souby, you may proceed. 


STATEMENT OF JAMES M. SOUBY, GENERAL SOLICITOR, ASSO- 
CIATION OF AMERICAN RAILROADS, TRANSPORTATION 
BUILDING, WASHINGTON, D. C.—-Resumed 


Mr. Sovusy. Mr. Chairman and members of the committee, since 
| appeared here before I have finished preparing a mimeographed 
statement that covers my prepared testimony. I closed when I left 
the stand vesterday with page 10 of that statement. That goes along 
with a set of exhibits that I had offered here before. 


LIBERALIZING PROPOSALS REQUIRE OTHER AMENDMENTS 


In addition to the question of whether the system is fair and 
reasonable from the standpoint of the employees, there is also pre- 
sented the question whether it is fair and reasonable from the stand- 
point of the emplovers, and of even greater importance, whether it is 
one which is in all respects wise from the standpoint of sound publie 
policy. While we are not urging any changes in the act at this time, 
there are certain changes which we feel are imperative if there is to be 
any further liberalization of benefits. 


HOW THE RAILROAD SYSTEM COMPARES WITH THE VARIOUS STATE 
SYSTEMS OF UNEMPLOYMENT COMPENSATION 


The proponents of H. R. 6525 urge as a reason for further liberaliza- 
tion of benefits for both unemployment and sickness under the rail- 
road act the rather general liberalization recently made in unemploy- 
ment benefits under the various State systems. They would have 
vou believe that as a result of these changes, the railroad system now 
lags far behind many if not most, of the State systems in the liberality 
of benefits. It will be my endeavor to establish that such a conclusion 
is Wholly unwarranted. 

As in the case of any other type of insurance, an unemployment 
insurance system must of necessity contain certain fundamental 


ire 
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features. It must define the persons to whom and the conditions 
under which the benefits are to be payable and it must prescribe, o: 
provide methods for determining, the amounts in which and fo: 
what lengths of time the benefits are to be pavable. These funda 
mental features are so interrelated and interdependent that no single 
one of them or any combination of them short of the whole can be 
taken as measuring the over-all liberality of the svstem. Neverthe- 
less, it is possible, by making comparisons of such systems feature by 
feature, to reach a reasonably sound conclusion as to whether one is 
more liberal than the other. When such a detailed comparison is 
made of the railroad system with each of the State svstems, it will 
be quite clear, | think, that the railroad system is far ahead of any of 
the State svstems in over-all liberality. 


INCOMPLETENESS OF H. R. 6525 


Before entering upon such detailed comparisons, | desire to make a 
comment on the bill here under cousideration in the light of what | 
have said as to the interrelationship and interdependence of the various 
fundamental features of an unemployment insurance system. H.R 
6525 deals with only one of those features of the railroad system, and 
its proponents urge this simplicity of the measure as one of its chief 
virtues. We, on the other hand, regard this as one of its vices. Be- 
cause of the essential interrelationship and interdependence of the 
various features of the existing system, no such radical change as is 
here proposed can be made in one of them without calling for appro- 
priate chenges in others, if the svstem is net to be completely dlis- 
torted. This will be made more clear, | think. as I proceed with the 


comparisons of the principal features of the railroad system with the 


=a features of the State svstems 

It isclear, | think, on the very face of the bill that those who drafted 
it could “saad given no serious consideration to the need for appropriat: 
changes in other features of the act. T hey proceeded with an eve so 
single to the one matter of liberalizing the beneiit seale contained in 
section 2 that they even overlooked the nec SSILY for an appropriate 
change in the qualifving condition of section 5. Mr. Sehoene has 
mentioned that as one of the necessary amendments, or one of the 
desirable amendments, that should be made to the bill. 


RELATIONSHIP BETWEEN MINIMUM QUALIFICATION FOR BENEFITS AND 
MINIMUM BENEFITS 


The matter of the qualifications necessary to entitle anyone to 
benefits under any unemployment insurance system is so closely re- 
lated to the matter of the minimum benefits to be provided that both 
must be considered together in any comparison between one system 
and another for the purpose oe gaging their relative liberality. Taken 
together, they represent one of the most important features of any 
such system, since they largely determine whether it is to be in fact 
an unemployment system or some sort of a dole system. 

Under all the unemplovinent insurance systems a man’s qualification 
for benefits at any given time is made to depend upon some one or 
more features of his record of employment during some specified 
period in the past. This period, whether defined as a calendar year, 
12 calendar months, 4 calendar quarters, or 52 calendar weeks, is 
commonly referred to as his base vear 
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BASE YEAR AND BENEFIT YEAR 


Under the railroad system, the base vear is in all cases a calendar 
vear and the period during which benefits are payable with respect to 
employment in any base vear is the 12-month period beginning July | 
of the following Vear. ‘this is known as the benefit vear. Only 10 
of the State systems follow this plan of fixed base and benefit periods 

The plans followed in the balance of the States vary considerably 
in detail but are quite similar in principle to that of the system in 
effect in the District of Columbia. Under that system, the benefit vear 
for any beneficiary is the 52 consecutive weeks beginning with the 
week in which he first files a valid claim for benefits. A new benefit 
vear will start with the first valid claim he files after the close of a 
previous benefit year. The base vear with respect to any benefit year 
consists of the first four of the last five calendar quarters immediately 
preceding the beginning of the benefit vear. Thus, under the great 
majority of the State systems the base vear and the benefit vear are 
more closely related in point of time than they are under the railroad 
system. 

“SOCIAL” APPROACH AND “INSURANCE” APPROACH 


There have been two principal approaches to the interrelated 
matters of minimum qualifications for benefits and minimum benefits 
for unemployment. One is sometimes referred to as the “insurance”’ 
approach and the other as the “social” appraoch. 

The tasuraoce approach may mean easy eligibility for benefits but 
corresponsingly small minimum benefits. The social approach strives 
for substantial mitvimum benefits and thus should mean substantial 
Inhl imum ear Nags requiren eots u less the be efits ure to partake OL 


the eature oF public nid at the expense O10 hy airaction o: the P ibhie 


lo fact, the actual PrOVISLONS Of MNGst of the woemplovmeat iasurasn 
systems with respect to Te imam qualificatio sod micimum benefits 
represent a compromise between these two approaches 

It is clear that the social approach predomioated in the fixi vw of th 
miounum qualiiviwg ear tiogs, the miaimum benetit and the maximun 
duration o: beoefits uoder the railroad Ssvstem This is made clea 


‘ 
1) the testimo IV prese ited yy Mir. Latimer, thea Chairma. of the Rail- 
road Retireme it Board, hy Judge Charles \l Hav, counsel! Lor thie 
Railaay Labor Exeentives Association, and Mr. Herace A. Bacus 
represeotiyg the same association, whea they appeared at) heariags 
1) 1938 of the bill GH. R. 10127 of the 75th Coig., Sd sess later e@4- 
acted as the Railroad Unemployment Tosurance Act, 2ad supported 
the plaa embodied there: i. 
l quote the iollow Lag irom the testimo 1\ o: Mr. Latimer on that 


occasion: 


Mr. Martin. Assuming that the plan set up in this bill is simpler and easier o 
administration than the State plans or formulas, is this plan a fair and equitable 
lan as compared with the State plans? 


Mr. Lariner. I should prefer to put it this way 
Mr. Martin. It might be simple but still not be fair and equitable 


Mr. Latimer. There may be a great deal of disagreement as vhat vou mear 
by fairness and equity, but in my judgment the purpose of social insurance is t 
tid those who, as a group, need compensation most 

Thos persons are unde ubtedls those whose incomes are ms 

Mr. Martin. Some people say this is just a relief plan instead of an unemy 


ment insurance plan 


LTT Bt peed oe ir 
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Mr. Latimer. I do not know what they mean by relief. In any event, this bi! 
compensates those whose annual earnings are lower to a greater extent than those 
whose annual compensation is higher. That seems to me to be socially desirab'e 
and socially sound, and if that is what you mean by fairness and equity, I should 
say that is fair and equitable (hearings before a subcommittee of the House Com 
mittee on Interstate and Foreign Commerce, on H. R. 10127, 75th Cong., 3d sess., 
p. 250). 


Judge Hay said of the plan embodied in the original act: 


As to the amount of benefits: The amount of benefits proposed under the bill 
vary somewhat from the amounts provided in the State acts. The maximum 
for higher-paid workers is the same as that in 36 of the States. The amount 
allowed for workers in the average-pay class is substantially the same, and the 
amount fixed for lower-paid workers and for those earning a minimum amount 
in the base year is higher. This corrects what all students of social insurance 
agree to be a grievous fault in the State systems (hearings before a subcommittee 
of the House Committee on Interstate and Foreign Commerce, on H. R. 10127 
75th Cong., 3d sess., p. 36). 


Mr. Bacus said of the plan adopted in 1938: 


The lower-paid railroad workers would be somewhat better off with respect to 
weekly benefits for total unemployment under this biil than they would be under 
most State laws, while the highest-paid workers would probably, in the final 
analysis, receive about the same weekly amount which they would receive under 
most existing laws. 

am ~ * * ~ * * 

Minimum weekly benefit for total unemployment: Although the laws usually 
provide that the minimum shall equal $5 or three-fourths of the full-time weekly 
wage, whichever is the lesser, the actual application of this provision produces 
no minimum benefit. Only seven State laws and one Territorial law provide a 
minimum (Kentucky, $3; Delaware, $5; Hawaii, $5; Indiana, $5, at the discre- 
tion of the State agency; Massachusetts, $5; New York, $7; California, $7; Penn- 
sylvania, $7.50). The minimum weekiv benefit rate under the proposed bill is 
about $7. 


Mr. Hesevron. Mr. Chairman. 

The CHaiRMAN. Mr. Heselton. 

Mr. Hesevron. Does that statement “at the discretion of the 
State agency” refer to Indiana or Massachusetts? I cannot tell from 
the punctuation. 

Mr. Sousy. | beg your pardon. 

Mr. Hese_ron. Do you mean that Massachusetts or Indiana is at 
the discretion of the State agency? 

Mr. Sovusy. I am not sure, Mr. Heselton. That was a statement 
made back in 1938 and | have never studied the old State laws. | 
am just quoting one of the proponents of the bill on that. 1 could 
not answer you, but he goes on to say that the minimum weekly 
benefit under the proposed bill is about $7, and that is correct. 
Quoting further: 

The principle of a minimum benefit is desirable because workers with low annual 
earnings are protected against privation when they became unemployed. The 
workers in the railroad industry who receive low annual earnings are those who 
undergo unemployment from year to year so that low vearly wages are only a 
reflection of unemployment and not a reflection of low rates of pay. 

+ * * * .- * * 

As a rule the average amount of benefit and the duration of benefit payable 
under the bill to eligible unemployea workers are greater than the respective bene- 
fits unaer existing States statutes. The benefits under present State laws will be 
so small and for such short periods for a large number of railroad workers that 
they might as well not receive any benefit. Under this bil every eligible em- 
ployee will get at least an amount which is sufficient to keep him out of dire 
straits for a period at least long enough to give him a reasonable chance for 
reemployment (hearings before a subcommittee of the House Committee on 
Interstate and Foreign Commerce, on H. R. 10127, 75th Cong., 3d sess., pp. 74, 
75, and 99). 
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LOW QUALIFICATIONS INCONSISTENT WITH LARGE TOTAL BENEFITS 


As in the case of most of the State systems, qualifying under the 
railroad system is made easy; but contrary to the vast majority of 
the State systems, everyone who can qualify under the railroad 
system is entitled to receive benefits for the same maximum period, 
regardless of the length of employment in the base year. Under the 
vreat majority of the State systems total benefits are limited to a 
percentage or fraction of the base vear earnings, subject to a specified 
maximum period of duration. This results in re lative ly short periods 
of duration for the minimum benefits. Thus, in contrast with the 
situation under most of the State svstems limiting total benefits to 
some fraction of base year earnings, individuals who barely qualify 
with $150 base year earnings are entitled under the railroad system to 
receive total benefits of $227.50, over 150 percent of their qualifying 
amount. 

The provisions of the railroad system and all the State systems with 
respect to this matter of qualification for benefits are summarized on 
my exhibit IV, which also shows the minimum weekly benefit under 
each system and the maximum total benefits payable in a benefit year 
to persons who can meet only the minimum qualification. The show- 
ing made on that exhibit indicates the extreme length to which the 
“social” approach has been carried in the plan of the railroad system. 

Under the railroad system anyone who has earned as much as $150 
in railroad employment in any calendar year, without regard to the 
length of such employment, is qualified for benefits for either unem- 
ployment or sickness which occurs at any time during the 12 months 
beginning on July 1, of the following vear. That is the sole affirmative 
qualification required. All the State systems except that in Missouri 
also require certain Minimum earnings either directly or indirectly in 
the base period in order to qualify for benefits, but many of them 
impose as an additional requirement that the claimant must have had 

earnings in a specified number of weeks or quarters in his base period. 
\issouri mere ly requires that the claimant must have received wages 
in at least two quarters of his base period, with no specitication as to 
the amount. However, in Missouri the minimum weekly benefit is 
only 50 cents, and is not payable unless and until it accumulates to $5, 


STATE MINIMUM QUALIFICATIONS AND BENEFITS 


Of the 50 State systems which have minimum base period earnings 
requirements as a condition of eligibility for benefits, very few pay 
26 weeks’ benefits to those who barely qualify. Nevertheless 36 
provide for minimum earnings higher than the $150 prescribed under 
the railroad system. In only seven of them is the minimum less than 
under the railroad system and in the remaining seven it is the same. 
In 31 States it is $200 or more. In 16 it is $300 or more. The 
highest figure prescribed in any of the systems is in the State of 
Washington, where the minimum is $600. That is, a man has to have 
$600 in his base year in order to be eligible for any benefits at all. 
In Massachusetts it is $500. In Illinois and Oregon it is $400, and 
in Utah it is $368. In 11 of the States it is $300. 

In all the seven States in which the minimum is $150, or the same 
as under the railroad system, the minimum weekly benefit is lower 
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than the $8.75 provided under the railroad system. Under five o! 
them (Arizona, Florida, Hawaii, Louisiana, and South Carolina 
the minimum weekly allowance is only $5, under one (District o! 
Columbia) it *s 86 and under one (Alaska) it is $8. In the latter cas: 
however, the benefit is pavable for a maximum of only & weeks 
whereas under the railroad svstem the mmimum benefit of $8.75 per 
week is pavable for 26 weeks, or over three times as long as the $- 
is pavabie in Alaska. Under the seven s stems with a minimum earn- 
ings requirement of $150, the maximum total benefits payable on 
account of such earnings range from $38 in Florida to $100 in Hawaii 
compared with the maximum total of $227.50 pavable under the rail- 
road system. 

Of the seven States which require minimum earnings less than the 
$150 fixed under the railroad system (Iowa, Kansas, Michigan, Missis- 
sippi, Oklahoma, Tennessee, and Virginia), all provide for mintmum 
weekly benefits far below the minimum of $8.75 provided under the 
railroad system and have much shorter maximum duration periods 
than the 26 weeks provided for under the railroad system. In 
Mississippi, where the minimum earnings requirement is only $90, 
the minimum weekly benefit is only $3, payable for maximum of only 
16 weeks. In Towa, Kansas, and Virginia, where the minimum 
earnings requirement is only $100, the weekly benefit pavable on 
account of such minimum earnings is only $5 and is payable for maxi- 
mum periods of 6%, 64, and 6 weeks, respectively, as compared with 
the 26 weeks during which a man may draw the minimum $8.75 
weekly benefit under the railroad system Also, two of these States 
impose additional qualifications. In Michigan, for instance, a man 
must have had 14 weeks of employment in the base period and earned 
$8.01 or more in each week. Also in Michigan the minimum weekly 
benefit of $6 is payable for a maximum period of only 9', weeks 

In the railroad svstem the minimum qualifving amount of $150 may 
be earned in 1 week, or 2 weeks; no matter what length of time, just 
so vou have that much money in 1 vear, vour base vear 

It will be noted from my exhibit IV that in only 14 of the State 
systems is the minimum weekly benefit higher than the $8.75 payable 
under the railroad system. In 12 of those States the minimum ts $10, 
in 1 (Wisconsin) it is $9 and in 1 (Oregon) it is $15. In Oregon, 
however, it requires base vear earnings of $400 to qualify for the 
minimum benefit of $15, and the maximum total benefits payable to 
anyone with earnings of that amount is only $133, as compared with 
the maximum of $227.50 pavable under the railroad system to a person 
with base-vear earnings of only $150. For base-vear earnings of $400, 
the benefit under the railroad act is $10 per week and is payable for 
a total of 26 weeks, or in a maximum total amount of $260, almost 
twice the maximum pavable under the Oregon system 

In Wisconsin, in order to qualify for the minimum weekly benefit 
of $9, the claimant must have had at least 14 weeks of employment 
in his base vear at $12 or more per week. While this requires base- 
vear earnings of only $168 in order to qualify for benefits, the mawxi- 
mum amount payable in benefits to one with base-vyear earnings of 
that amount is only $90, compared with the total of $227.50 payable 
under the railroad system to one with base-year earnings of only $150 

Of the 12 State systems having a minimum weekly benefit of $10, 
all have much higher base-vear earnings requirements than does the 
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railroad system, and several of them impose additional requirements. 
In Washington, for example, it requires base-vear earnings of S600 to 
qualify for ‘the minimum benefit of $10. The wee klv benefit under the 
railroad system for base-vear earnings of that amount is $11.25. 
Also in Washington a man with base-year earnings of $600 can draw 
the $10 benefit for a maximum of only 15 weeks, or in a maximum 
total of $150, compared with the maximum tot: : of $227.50 which a 
man can draw for base-yvear earnings of only $150, under the railroad 
system, and the maximum total of $292.50 which he can draw for 
base vear earnings of S600. 

In Illinois, a man must have base-vear earnings of S400 to obtain 
the minimum weekly benefit of $10, and the maximum period for 
which he can draw it is 18's weeks. For equivalent base-vear earnings 
the benefit under the Railroad A@t is also S10 per week, but is payable 
for a maximum period of 26 weeks. 

Under the remaining 10 State systems having a minimum weekly 
benefit of $10, the minimum base-vear earnings requirements range 
from $240 in Ohio to $368 in Utah. In six of these States the mini- 
mum is $300. In Ohio, in addition to the minimum earnings require- 
ment, there is the further requirement that in order to qualify for 
any benefits at all the claimant must have had at least 20 weeks of 
employment in his base vear. In Utah the requirement is that in 
order to be eligible a clanmant must have had at least 19 weeks of 
employment in his base vear of at least 16 hours each and total 
earnings equal to at least 16 percent of the average State wage for 
such period of employment 

The $368 shown on my exhibit as the minimum base vear earnings 
requirement in Utah is the figure recently reported by the Depart- 
ment of Labor as the amount necessary to meet the latter feature of 
this requirement. (That is, that represents 16 percent of the average 
State wage for the period of 19 weeks. 

In ogrere hae addition to the requirement of base-year earnings of 
at least $250, there is a further requirement of employment in at least 
two akan of the base vear, with earnings of at least S150 in one 
quarter. In New York, for which my exhibit shows a minimum base 
vear earnings requirement of S300, the actual requirement ts that, i 
order to be qualified for benefits, the claimant must have been em 
ploved in at least 20 weeks of his base vear, with earnings averaging 
at least $15 per week 


NEW YORK QUALIFICATIONS AND BENEFITS 


An examination of my exhibit IV will disclose that the New York 
svstem is the only one under which total benefits pavable to anvone 
meeting the minimum requirement for qualification exceed the 
$227.50 payable under such conditions under the railroad system. 
The minimum benefit of $10 under the New York system is pavable for 
# maximum of 26 weeks. However, in addition to the fact that in 
order to qualify for that benefit under the New York system a man 
must have been emp'oved in at least 20 weeks of his base vear, there 
is the fact that under the railroad act the weekly benetit for a person 
with base vear earnings of S300 ts also $10 and is also pavable for 


26 weeks. 
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Only eight of the State systems follow the plan of the railroad syste 
of making the benefit rate depend upon total base year earnings. —T he 
only use made of total base vear earnings in any of the other system: 
is to determine the maximum duration of benefits. In 3 of the 
maining 43 States (Michigan, New York, and Wisconsin) the beneti: 
rate is determined by taking a specified percentage of the averag 
weekly wage in the base year. In the other 40 States it is determin: 
by taking a specified fraction of the highest earnings in any quarte: 
of the base vear. Originally the fraction commonly used was on 
twenty-sixth, since there are 13 weeks in a quarter and it was th 
purpose to provide a weekly benefit equal to one-half the beneficiary 
normal earnings when fully emploved. A few of the States still retain 
this fraction, but most of them have raised it, the one in most commo 
use now being one-twentieth. ‘ 

In other words, the great majority of the States base their benefits 
strictly on a man’s weekly earnings when employed and to get 
what they regard as more nearly his normal weekly earnings when 
fully emploved, they take for that purpose the quarter in the base 
vear in which he had the highest earnings, and originally thev took 
one-twenty-sixth of that as representing approximately one-half of his 
weekly wage. 

Under the railroad system, where the benefits are not based on 
rate of pay at all, but are based merely on the total earnings in th 

12 calendar months of the base vear, regardless of how many months 
a man may have worked, I cannot for the life of me reduce the bene- 
fits to terms of any given percentage of a man’s normal rate of pay, 
because a man will get the same benefit whether he makes his $150) 
in | month or in 6 months or whether he makes his $1,500 in 5 months 
or in 12 months. There have been a great many attempts made to 
reduce the benefits to terms of percentages of normal rates of pay 
but I have not found any way to do it and as | go along I think you 
will see why it is impossible to do it under this particular plan th: 
railroad labor representatives chose to set up for the railroad system 
of unemployment insurance. 


“aNNUAL WAGE” STATES 


Of the eight State svstems which follow the plan of the railroad 
svstem of using total base vear earnings for the purpose of dete: 
mining the benefit rates, five also follow the plan of the railroad svs 
tem of making all benefits payable for the same maximum duration 
All but one of these five systems require minimum base vear earnings 
of $300 to qualify for benefits, the exception being North Carolina 
where the minimum is $250. In three of these five States (Main: 
New Hampshire, and North Carolina) the minimum weekly beneti 
is $7, while in the other two (Kentucky and West Virginia) the min: 
mum is $8. In one (Maine) the maximum duration of benefits i- 
20 weeks, in one (West Virginia) it is 23 weeks, in one (Kentucky) i! 
is 24 weeks, and in the other two (New Hampshire and North Caro 
lina) it is 26 weeks, or the same as under the railroad system. 

Under the railroad svstem, base year earnings of $200 will qualify 
anvone for a weekly benefit of $10. In Kentucky it takes base yea: 
earnings of twice that, or $400, to qualify for a $10 benefit. In 
Maine it takes $600, in New Hampshire and West Virginia it takes 
$500 and in North Carolina $490. 
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On the other hand, it requires base year earnings of $1,000 to qualify 
for a $15 weekly benefit under the railroad system, as compared with 
$1,000 to qualify under the Maine, New Hampshire, and West Vir- 
ginia systems, $970 under the North Carolina system and $800 under 
the Kentucky svstem. This but emphasizes what I have pointed out 
as to the extent to which the benefit schedule under the railroad system 
is already slanted in favor of those who have the least attachment to 
the railroad industry and the least right to claim preferential treat- 
ment under an unemployment insurance system for that industry 
This favoritism would be greatly magnified under the proposal in the 
hill to provide a weekly benefit rate of $15 for a person with base vear 
earnings Of only $300, less than one-third the amount necessary to 
obtain such a benefit in four of the five States to which I have referred 
and but a little more than one-third of the amount required in the 
other. 

The remaining three of the eight State svstems to which IT hav 
referred as basing benefits on total base year earnings are those in 
Minnesota, Oregon, and Washington. In Washington the minimum 
weekly benefit is $10, but the minimum base vear earnings require 
ment is $600, and for base vear earnings of that amount the benefit is 
pavable for a maximum of only 15 weeks. For similar earnings under 
the railroad svstem the weekly benefit is $11.25 and is pavable for 
26 weeks. In Minnesota the minimum benefit is also $10 per week 
for the minimum base vear earnings requirement of S300, but the 
maximum duration is only 14 weeks. Under the railroad system 
the weekly benefit for base vear earnings of $300 is also S10, but is 
pavable for 26 weeks. In Oregon the minimum weekly benefit is S15 
for base vear earnings of $400, but is pavable for a maximum of onh 
87, weeks or in a total maximum amount of $133, compared with a 
benefit of $10 per week for 26 weeks, or in a total amount of S26 
pavable under the railroad svstem for comparable base vear earnings. 


COMPARISON WITH THE MORE IMPORTANT RAILROAD STATES 


Of the eight States to which I have referred as using total base veux! 
earnings for determining benefits, only one, Minnesota, can be re 
garded as being one of the more important States from the standpoint 
of the number of railroad workers employed therein. There are eight 
other such States: California, Illinois, Indiana, Missouri, New York 
Ohio, Pennsylvania, and Texas. Each of these nine has mere than 
10,000 railroad workers, and, taken together, they have more than 
half of all railroad workers in the country. 

These are not only important railroad States, but are also imp rtint 
industrial States. Their unemp'oyment compensation systems are 
among the most liberal cf t!e State svstems. Another important 
consideration is that the next-door neizhbors of over half the railro d 
emplovees must Icok to these nine State systems for their un: mploy- 
ment benefits. An anelvsis of the way in which they have worked 
out the interrelated p-oblems of minimum qualifications for benefits 
and minimum ben fi's should be of s me significance in considering 
the propriety of what is proposed in the present bill 

I have summarize| the situation in each of these nine States on 
sheet 5 of my exhibit IV. I shall first refer to what is there shown 
with respect to the systems in Missouri and New York because they 
represent the extremes in general approach. 
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MISSOURI 


Missouri emphasizes what we have referred to as the “insurance 
approach. It has no minimum qualifying amount, but its minimun 
weekly benefit is onl* 50 cents. However, to guard against trivia! 
claims it has two provisions: (1) Nothing is to be paid until th 
weekly benefits accumulate to as much as $5, and (2) anvone who has 
had a previous benefit vear, is ineligible for benefits unless he has had 
additional wages since his last valid claim for benefits was mad 
equal to at least five times his weekly benefit amount 

With base vear earnings of $300, the maximum total benefits a 
claimant could receive would be $100. His weekly benefit rate would 
depend on how his wages were distributed among the four quarters 
of the vear. If his best quarter was $125, he would get $5 per week 
for 20 weeks. They use one twenty-fifth of the high quarter earnings 
as the benefit amount. If his best quarter was $250, he would ge 
$10 per week for 10 weeks. To receive the $260 total benefits now 
pavable under the railroad system to a person with $300 base vea: 
earnings, a person under the Missouri law would have to have $780 
in his base vear. Base year earnings of that amount would give him 
total benefits of $325 under the present railroad system. To receive 
the $390 total proposed under H. R. 6525 for base vear earnings of 
$300, a man under the Missouri law would have to have base vear 
earnings of $1,170. Such base vear earnings would provide total! 
benefits of S585 under the proposed schedule 


NEW YORK 


Of the nine States listed above to which | have referred as the “big 
railroad’? States, New York is the only one which pays benefits for 
26) weeks or anywhere near that long to a person with $300 base vear 
earnings. The benefit rate is $10 per week. To qualify, however 
the person must have worked in at least 20 weeks of his base vear 
and averaged at least $15 per week for 20 of the weeks he worked 
This would require some work in each of at least 5 months. This is 
in fact, much more stringent than even a $600 minimum earnings 
requirement. The Railroad Retirement Board's latest statistics 

1949) of months worked by individuals in the $300-$399 wage 
bracket show that only 14.5 percent of these worked In as many as 
four different months, and less than 10 percent worked in as many as 
five different months. Those working in less than 5 months could 
not possibly qualify under the New York requirements. Those 
working in one additional month are very unlikely to qualify. Thes 
may have worked as seldom as | week in each month, and to qualify 
must have worked in at least an average of 4 weeks for each of the 
5 months. 

It will be found from these statistics for 1949 that many persons 
with much more than the $300 minimum required for the proposed 
$15 per week railroad unemployment benefit would fail to qualify fo: 
any benefit at all in New York. The Railroad Retirement Board 
statistics have wage brackets of annual wages and show the numbe 
in each bracket who worked in 1 month, 2 months, ete., throughout 
the vear. From these brackets it is simple to ascertain those with 
$300 or more annual wages whe would thus qualify under the proposed 
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railroad unemployment compensation schedule, and also ascertain (1) 
the percentage of the persons who had $300 or more wages but worked 
inno more than 4 months, and could not possibly meet the New York 
minimum requirements for minimum benefits: and (2) the additional 
percentage who worked in the fifth month and probably would not 
qualify under the New York requirements. : 

I set out a schedule on the following page of my prepared statement, 
taken directly from the records of the Board, to which I have referred, 
which is too much in detail to read. 1 will ask that it be copied into 
the record at this point. It simply shows that a large percentage of 
the people now falling within the $300 to $399 bracket of earnings 
could not possibly have any benefits under the New York require- 
ment of at least 20 weeks of employment. 

Persons who would qualify for railroad benefits under the proposed 
minimum $300 total wage requirement and the percentages of such 
persons who would be disqualified for any benelits under New York 
requirements: 


Sw) toe &3e0 
400) to $499 
S500 to $590 
S600 to S609 
S700) to S709 
Ss To S8uu 
sw) To Suuy 
S) (#0) To S104 


Thus, New York would exclude from any benefits a very large 
number who could qualify for railroad retirement benefits, including 
several thousand who qualify for $15 per week under the present 
schedule and who would qualify for $22.50 under the proposed 
schedule. 

The above schedule, of Course, does not exhaust the list of those 
who would be excluded under the New York work requirements. | 
have previously referred to Mr. Latimer’s concern over persons “who 
work on the payrolls for 5 or 4 days per month.” These would fail to 
meet the New York 20-week requirement 

Mr. Latimer pointed out in his testimony in 1940 that there was a 
surprisingly large number of part-time employees in the railroad 
field. He mentioned particularly payroll clerks: people of that sort 
that are brought in at the end of the manth and work 2 or 3 days on 
the rush job of getting out payrolls. Relatively there are not a great 
many, but numerically they run into thousands, and those people 
could not possibly qualify, working only 1 week a month, they could 
not possibly qualify under the New York law, regardless of how mucl 
hey might earn. 

Also, persons like the part-time station agents he mentioned, if paid 
a low annual wage, would likely fail to meet the average per week 
requirements of the New York law. Those who receive about thi 
same month in and month out, to meet the New York 1 ‘quirements 


would have to make at least S6SO for 12 months, 8623 for 11 months 
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or $567 for 10 months. The Railroad Retirement Board statistics 
show over 2,000 in the $300-$599 brackets who worked in each of the 
12 months. A great many additional persons, of course, worked in 
10 or 11 months. Obviously very few could qualify under the New 
York law. 

Like New York, Ohio pays a $10 per week minimum benefit, but 
unlike New York does not have a flat duration of 26 weeks. Instead, 
with a 26-week maximum, benefits are further limited to one-half 
of the base period wages. Hence, with $300 in base period wages the 
maximum payable would be $150; as contrasted with the present $260 
railroad maximum, and the proposed $390 total benefit. To get the 
present railroad maximum, an individual would need on Ohio $520 
base period earnings, and to get the proposed total he would need $780. 

The tendenev of late in the States has been to tighten up rather than 
to loosen up their restrictions on the total amount of benefits that 
can be paid to a person in his benefit vear. The highest that any of 
them allow now is one-half as much in total benefits as the total 
earnings in the base year. Ohio did have two-thirds, but they cut it 
back to one-half. The reason for that is the same reason that concerns 
the railroads under their act. If you had one universal unemployment 
insurance system set up for the country as a whole, it would not 
make so much difference whether you paid large benefits to a fellow 
for only a short time who worked for somebody else maybe a longer 
time; but where there is set up a separate system like the railroad 
system under which the cost of all benefits is borne by the employers, 
then it becomes highly important that the benefits shall be paid only 
to men who can be said to be genuinely connected with the railroad 
industry. 

The States have that same problem with respect to men who shift 
employment from one State to another and they do not think that 
the employers in one State should be saddled with unemployment 
benefits for men whose principal work has been in some other State. 
So they are gradually tending to tighten up that one provision about 
the extent to which total benefits will be paid, and as I say, probably 
the commonest limitation is one-third of the total base year earnings. 

Our system runs to more than 150 percent of base year earnings for 
the lower rated beneficiaries. 

The States vary widely on it. The most common fraction is one- 
third. Ohio, as I said, had two-thirds, at one time, but they cut it 
back to one-half, and about two or three other States have that rate; 
the rest have less than a half. 

An individual with $300 in base period earnings would be very 
unlikely to qualify in Ohio, as the State requires (1) 14 weeks of em- 
ployment in the base vear, and (2) $80 in the individual’s best calendar 
quarter. While this is less rigid than New York, nevertheless it would 
screen out a fairly large percentage of persons eligible under the rail- 
road unemployment system. It would obviously sereen out all of 
the 74,000 who had $300 or more in wages in 1949, but who engaged 
in railroad work in only 3 months or less in the vear—some of whom 
would receive $20 per Week under the pending proposal. It would also 
screen out a large percent of the 72,000 additional persons who worked 
at some time in each of 5 months and had $300 or more in pay. Many 
did not work in as many as 14 weeks. 
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A 40-hour week for a railroad messenger boy now means $58. He 
could earn $600—twice the qualifying amount now proposed for rail- 
road benefits—without meeting the Ohio requirements. 

It is obvious that the Ohio and New York approaches of requiring 
a showing of a substantial period of work is a more realistic approach 
for determining attachment to a labor market than mere reliance on 
some minimum qualifying earnings. Michigan, Wisconsin, and Utah 
likewise have this approach. 

As has already been shown, the eight States which base benefits on 
total base vear earnings, as an alternative to devices like New York 
and Ohio use, pay minimum benefits totaling only about half the 
minimum base period wages. This practice is very prevalent, as I 
have already shown. States vary between about one-fifth and one- 
half baSe period wages as the limit of benefits. 


CALIFORNIA, ILLINOIS, MINNESOTA, AND PENNSYLVANIA 


Four of the seven remaining ‘‘big railroad’’ States provide a mini- 
mum base vear earnings requirement of $300—-the amount now pro- 
posed for the railroad system. However, their minimum weekly bene- 
fit is $10—the same amount that is presently payable under the rail- 
road system to an individual with $300 base vear earnings. Further- 
more, the total benefits payable in the benefit vear are much less. 
Here is the way the four compare with the present and proposed rail- 
road unemployment benefits: 


California 

IHinois 

Minnesota 

Pennsylvania 

\verage 

Present Railroad Unemployment Insurance Act 


Proposed Railroad Unemployment Insurance Act 


Illinois and California also require that the qualifying earnings be 
earned in at least two quarters. In other words, it means a man has 
got to have at least 4 months; must work at least 4 months in order to 
qualify. 

To receive the present and the proposed maximum total benefits for 
railroad employees with $300 base-vear earnings, employees in these 
States would need base-vear earnings as follows: 


(alifornia 
Illinois 
Minnesota 
Pennsylvania 


Average 


Over twice railroad requirement 
Nearly 3 times proposed railroad requirement 
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INDIAN \ 


The eighth of our nine States—-Indiana-—-qualifies an individual! 
who has earaings of $250 in his base vear, providing that $150 of it is 
earned in the last two quarters. | refer to that provision later i: 
another counection, 

The benefits payable to an individual with $300 in his base yea: 
are very limited-—a maximum total of $75. The benefit may vary 
from $5 to around $14 per week depending on the high quarter of th 
base period, so may be $5 tor 15 weeks, $10 for 7!, weeks, $14 fo. 
5% weeks. 

But in no event could it be a total amount of more than $75. 

To receive the present $260 maximum benefits pavable under th 
railroad system to 20 individual with $300 base vear earnings, Ladiana 
would require $1,040 base-vear earnings. For that amount of earnings 
the preseat railroad system would pay such an individual a maximum 
of $390 in benefits. 

To receive the proposed $390 maximum benefits under the railroad 
system for $300 base year earnings, Indiana would require base-veai 
earnings of $1,560. For that amount in his base year the proposed 
railroad schedule would pay a person a benefit of $25 for 26 weeks, 
ora total of S650. 

rEXAS 


An individual can qualify in Texas tor as little as $200, provided 
the amount is carned in two calendar quarters. There again he must 
have at least 4 months in order to qualify. But such an individual 
would qualify for a maximum total of oaly $40. With $300 tn his 
base vear, he could receive a maximum of S60. [It would be payable 
in amounts of S7 per week, unless around two-thirds or more were 
earned in one quarter, in which event it could be almost as much as 
$10 per week, payable for 6 weeks. 

To receive the $260 maximum benefits paid under the present rail- 
road system to an individual with S300 base-vear earnings, Texas 
would require base-year earnings of $1.30). Under the present rail- 
road system, $1,300 in base-vear earnings permits maximum payments 
of $455. 

To receive the maximum of $390 in benefits as proposed in the bill 
for an individual with $300 base-vear earnings, Texas would require 
base-vear earaings of $1,950. The proposed railroad schedule would 
pay a person with such base period wages $27.50 per week for 26 
weeks. If he had only $50 more in the year he could receive $30 per 
week for 25 weeks. 

It is thus quite clear that with respect to the important matters 
of qualifications for benefits and the measure of the minimum benefits 
the railroad system is far more liberal than the overwhelming majority 
of the State systems and is net equaled in liberality by any of them 

It is also equally clear that there is absolutely no warrant for the 
proposal of the bill to provide a minimum benefit rate of $15 weekly 
for base-vear earnings of only $300. The benefit formula is already 
slanted for more than is justified in favor of persons who have only a 
casual connection with the railroad industry. The bill would further 
aggravate the situation in this respect. 
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IMPORTANCE OF MINIMUM QUALIFYING AMOUNT AND MINIMUM 
BENEFITS 


As I have said, the interrelated matters of minimum qualifications 
for benefits and minimum benefits are among the most important 
features of any unemployment compensation system. They would 
he of importance even in a system covering all workers and all em- 
ployers in the country. They are of infinitely greater importance in 
connection with a system covering the workers and emplovers of 
only a single industry. 

It is universally recognized, of course, that if an unemployment 
insurance system is not to be utterly corrupting in its effeet on its 
intended beneficiaries there must be some reasonable ceiling on its 
benefits so as to avoid a situation where a man can draw as much in 
benefits when he is not working as he can earn as wages while he is 
working. This principle applies just as strongly in the matter of 
minimum benefits as in the matter of maximum benefits. It. is 
equally obvious that if an unemployment insurance system is not to 
degenerate into a mere dole system its benefits must be limited to per- 
sons Who can be said to be substantially dependent for their employ- 
ment on the industry or industries covered by the system 


LABOR DEPARTMENT RECOMMENDED MINIMUM QUALIFICATIONS FOR 
MINIMUM BENEFITS 


Secretary of Labor Tobin testified before the Ways and Means 
Committee in the recent hearings on H. R. 8059, in the Eighty-first 


Congress, the Federal standards bill (p. 52 | refer to that as recent. 
It was not as recent as might be implied. His testimony was given 
in December 1950. 

Secretary Tobin stated: 


Our unemployment Insurance svsteni Conte mplate = that only nose Workers 
who ean show an attachment to the labor foree shall be elig 
* * * sucha provision should show a genuine attachment to the labor market 


if he is to be entitled to reeeive benefits for the maximum potential duration 
Mr. Goodwin, Director of the Bureau of Employment Security, 
said at the same hearings (p. 30 


ible to reeen benefits 


We therefore would recommend that the Federal standard r re that all 
individuals having a firm attachment to the labor force be eligible for 26 weeks of 
benefits if they are unemploved that long 

Mr. Goodwin then suggested three tests for attachment to the 
labor force, including employment in each of 20 weeks, and said 
hese tests should be offered * 7 


by workers who had earned 
the base 


It may be that an alternative to all t 
Such an attachment would be demonstrated, I believe, 
10 times the basic weekly benefit amount in two or more quarters of 
period, equivalent to about 20 weeks of employment 

Now, that alternative test that he suggested of 40 times a basic 
weekly benefit to be earned in two or more quarters of the base period, 
would, of course, go far bevond the proposal in this bill of 8315 weekly 
benefits for 26 weeks to one who only earned 8300 in the base \ear 

| imagine that probably the great majority of railroad workers at 
the present time earn more than $300 a month. The minimum monthly 
pay is well over $250 and 40 times the weekly benefit amount would 
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be $600 as compared with the $300 that the gentlemen propose her 
for their minimum benefit of $15. 

The importance of the minimum qualifving amount in connectio) 
with the railroad svstem is further emphasized by the fact that it no) 
only determines a man’s qualification for benefits, but also determines 
his minimum benefit. It is magnified still more by the fact that i) 
not only means the difference between substantial benefits and no 
benefits at all in case of unemployment, but also determines who sha|! 
and who shall not receive substantial benefits in case of sickness. 


BENEFITS TO COMPENSATE FOR WAGE LOSS 


The sole justification offered in support of the inclusion of a pro 
vision for sickness benefits in the railroad unemployment insurance 
system was that they were in fact merely benefits payable for a pa: 
ticular variety of unemployment, namely, unemployment due to 
inability to work on account of sickness, as distinguished from unem 
ployment due to inability to obtain work. Yet the sole test of quali 
fication for sickness benefits is the minimum base year earnings tes! 
Obviously, one who is not in the labor market, however sick he may 
be, cannot be said to be unemploved due to inability to work beeaus 
of sickness. 

Take the case of a college student who works on a railroad during 
his summer vacation and who gets sick a vear and a half later while at 
school. Can he be said to suffer any wage loss while sick, or to b 
unemployed because of inability to work due to sickness? The sam: 
question might be asked with respect to a former railroad worke: 
who gets sick and draws benefits while in jail a vear or two after hy 
left railroad employment. And, that has happened more than onc 
under our system, that is, paving sick benefits to a man while he is i 
jail. Certainly it is not his sickness that has withdrawn him from th. 
labor market. Or take the case of a lady who was at one time attached 
to the railroad labor market, but who quit her job one bright June 
to get married with no intention to return to that or any other job 
If she should be confined on account of childbirth at any time withi 
the next 2 vears, could it be said that she suffered any wage loss during 
her period of confinement or that she was unemployed because o! 
inability to work due to maternity sickness? Yet, if she had earne: 
as much as $150 in the last year in which she worked for a railroad 
she would nevertheless be entitled to sickness benefits under th: 
railroad system. 

This but emphasizes the impropriety of increasing the benefits fo: 
persons having no substantial connection with the railroad industr) 
as is proposed in the pending bill. 


RAILROAD UNEMPLOYMENT INSURANCE SHOULD NOT BE A GENERAI 
RELIEF PROGRAM 


It is utterly inappropriate to permit an unemployment insuranc: 
system to degenerate into a relief system. Workers who are genuinel) 
dependent on the railroad industry for employment do not create a 
relief problem to be solved with any such relief-slanted benefit formula 
as is contained in the low wage brackets of the proposed formula 
Even those whose hourly wage is lowest have very substantial bas: 
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year earnings if they have any substantial work connection at all 
with the railroads, and are already entitled to liberal benefits. Those 
who lack substantial werk connection have no valid reason to look to 
the railroad industry for protection against unemployment, and 
certainly not for such lavish protection as is here proposed. I can 
find no justification for paying $15 per week for 26 weeks to a person 
who qualifies by working as a payroll elerk or other class of part-time 
work for only three days per month. He could continue this work 
vear after year and at the same time receive the maximum of 130 daily 
benefits each vear after the beginning of his first benefit vear. 


CONDITIONS UNDER WHICH BENEFITS ARE PAYABLE; WAITING PERIOD 


All except three State systems require a so-called waiting period 
before benefits are pavable and in all of these it is one week or longer. 
This is a noncompensable period of unemployment im which the 
claimant must have been otherwise eligible for benefits. 

The matter is treated differently under the railroad unemployment 
insurance system where all benefits are stated on a daily, instead of a 
weekly, basis, and are actually paid biweekly instead of weekly 
There the only thing that corresponds to a waiting period is a reduced 
benefit for the first week. Benefits are paid for each day of unemp.oy- 
ment in excess of 7 during the first registration period of 14 days in 
any benefit vear and for each day of unemployment in excess of 4 
during any subsequent 14-day period. In effect the waiting peried 
under the railroad system is only 3 days, since benefits are payable 
for only 3 days less in the initial registration period than in any subse- 
quent registration period. 

Here again we find the railroad system to be much more liberal than 
any but three of the State systems. 

The CuarrmMan. Mr. Souby, can vou tell us how much longer it will 
be before you have finished? 

Mr. Sousy. Pardon me? 

The CHarrMan, | have got to go away in a few minutes, and ] 
wanted to make sure how long you are going to take. 

Mr. Sousy. I have here quite a litthe more, Mr. Chairman. I think 
it will probably take me about an hour or longer. Maybe I am running 
along too long. Shall I go ahead? 

The CuatrMan. Go ahead. I will try to get back. 


BENEFITS FOR PARTIAL UNEMPLOYMENT 


Mr. Sovusy. Under the railroad system no distinction is made 
between total unemployment and partial unemployment. Whether 
totally or partially unemployed, a man who has a base vear on which 
to qualify will be entitled to benefits for each day of unemployment in 
excess of seven during the first 14-day period for which he qualifies 
and for each day in excess of four during any subsequent 14-day period 
in the same bene’ ve. . The daily rate is the same and the total 
number of days fo. whic benefits are payable is the same whether his 
unemployment is total or only partial. 

In this respect, the railroad system is far more liberal than any of 
the State systems. In most of the States a person who is partially 
empleyed in any week is entitled to no benefit at all if he earns as 
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much as his weekly benefit amount. When he does earn less than 
his weekly benefit amount, then he is paid that amount less his earn- 
ings for the week, plus some specified work incentive allowance, in 
some cases $2, in other cases $3, or even more. A railroad man can 
work 3 days a week and still draw substantial unemployment benefits 
This is not true under other systems. 


PART-TIME EMPLOYEES 


Closely related to this matter of benefits for partial unemployment is 
the matter of benefits to persons who, when employed, work only 
part time. 

As originally enacted, the Railroad Unemployment Insurance Aet 
contained a provision directing the Board to prescribe regulations fo: 
determining the amount of daily benefits and the maximum benefits 
to be pavable during any benefit vear to persons whose work in their 
base year was on a part-time basis. This provision was stricken, 
however, by the 1939 amendments before it ever went into operation 
This action was taken primarily, as | understand, on the score of 
administrative convenience. When questioned with respect to this 
provision at the hearings on the original bill, Mr. Latimer said: 

It would be a nice thing if there were no part-time employees in the railroad 
industry and we did not have to have such a paragreph. But unfortunetely they 
are there, and I assume that no one wants to pay them unemployment compensa- 
tion more than they would earn if they were employed during the normal number 
of hours for them 

As I understand it, the provision contemplates special treatment for persons 
such as payroll clerks, who work on the payrolls for 3 or 4 days a month. There 
are also the part-time station agents, whose function it is to come down and meet 
the trains at odd hours, and open up and sweep out the station, for which they 
are paid $5, $10, S815, or S20 a month. . 

If such a person became unemploved, and if there were no provision for excep 
tions, he might well draw, if he qualified at all, perhaps as much or more than he 
would receive from the railroad if he worked all his usual time, for the railroad 

In other cases, where the compensation is low relative to the benefits that 
might also apply where the normal time is presumably full, or almost full time 

I have not any particular reason to be for or against any particular languag: 
but I think the objective of making it impossible that benefits are as large or 
larger than the normal maximum wage is really desirable under unemployment 
compensation 3ut I have no particular feeling about that language, except that 
I do not know of any better way to say it (hearings before a subcommittee of thi 
House Interstate and Foreign Commerce Committee on H R 10127, 75th Cor v 
1 Sess 2) 251 

Under the present act there are innumerable instances where an 
individual draws weekly benefits based on part-time railroad work 
which are far in excess of the weekly carnings on account of which the 
benefits are paid. I have here an example of just the sort of situation 
to which Mr. Latimer was referring, and which is not at all unusual 
It is the earnings record of a woman described as a matron, whateve1 
that may mean, on the strength of which she drew unemployment 
benefits in 1950 and 1951. According to this record, the lady worked 
in each month of 1948 and 1949, her pattern of earnings being the same 
in both vears, namely, $19.20 in each of 8 months and $24 in each of 
the other 4 months. She last worked in January 1950 and earned 
$15.60. On the strength of the $249.60 she earned in 1948, she drew 
benefits of $2 a day for 26 days from May 15, 1950, to June 25, 1950 


Then beginning on July 3, 1950, on the strength of the $249.60 earned 
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in 1949, she drew benefits of $2 a day for 130 days, in total amount of 

$260. During these two periods her benefit amounted to $10 per 
week, or $43.33 per month—more than twice her average monthly pay 
while working. 

Under the great neney of the State systems, a person with such a 
pattern of base- year earnings would not have been eligible for any 
benefits at all. Dader none of the State systems would her total 
benefits have been half as much as they were under the railroad 
system. 

Thus, with respect to benefits to part-time workers, as well as with 
respect to benefits for those partially unemploved, the railroad system 
s far more liberal than any of the State systems. 


DISQUALIFYING CONDITIONS UNDER RAILROAD AND STATE SYSTEMS 


The railroad system, like all the State systems, provides certain con- 
ditions under which benefits will not be paid to a person who would 
otherwise be qualified for benefits. The 4 roper purpose of such con- 
ditions is to limit benefits to these who are involuntarily unemployed. 
Certain types of disqualifying conditions are common to all systems, 
such as dis a fication for retus: a] to accept suitable work, for quitting 
wae without good cause, for giving false information in a claim for 
benefits, and so forth. In the case of practically every important type 
of disqualifving condition the provision of the railroad system is far 
more lenient than that of any of the State systems. Probably the 
most outstanding instance is its provision with respect to disqualifica- 
tion on account of strikes. 


STRIKE DISQUALIFICATION 


All the State svstems without exception disqua ifs a striking em- 
plovee from receiving unemployment benefits while he is on strike. 
Under the railroad system, a man is not barred from benefits on ac- 
count of unemployment due to a strike unless the strike is illegal under 
the Railway Labor Act or violative of the established rules and regula- 
tions of a bona fide labor organization of which the claimant is a 
member. 

Since there is vu tually no such thing these day sas an al railroad 
strike, the effect of this weak disqualifying condition in the case of a 
railroad strike is to convert the unemployment insurance fund inio ¢ 
strike benefit fund. For example, the Missouri Pacific ike wh ich 
lasted from September 9 to On tober 24, 1949, resulted in the pas ment 
of about $3,000,000 in unemployment benefits to Missouri Pacifie 
employees, not including emplovees of other railroads affected by the 
strike. Of this amount $600,000 went to the men who were on strike 
and the balance to men who were laid off on account of the strike. 


VOLUNTARILY QUITTING WORK OR REFUSING TO WORK 


Under the railroad system, a man who quits his job without cause 
s disqualified from receiving benefits for only the first 30 days there- 
after. The same period of disqualification applies to a man who while 
unemploved declines to accept suitable work. These provisions are 
much more lenient than the corresponding provisions of the State 


96632—52——-7 
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laws. Some of the States disqualify a man entirely in either of th; 
two cases mentioned. In all the others the periods of disqualification 
are much longer than 30 days. 


DISCHARGE FOR CAUSE 


All the State svstems disqualify for varying lengths of time a: 
individual who has been suspended or discharged from work because 
of misconduct. The railroad system has no such disqualifying pro- 
vision. It pays benefits in such a case the same as if the man had been 
laid off due to lack of work. 

Here again we find the railroad svstem to be much more liberal tha: 
the State systems with respect to matters of real importance. 


TIME-LAG BETWEEN WORK AND BENEFITS 


There is one other grave defect in the railroad system which demands 
correction if there is to be any further amendment of the act, and 
particularly if there is to be any further liberalization of the benefit 
schedule. I refer to the unwarranted gap now permitted between the 
time a man last worked for a railroad and the time during which ly 
receives benefits on account of such work. 

I have already pointed out how, by using total base year earnings 
as the sole test of a man’s qualification for benefits, with no regard 
to the length of his railroad service, the railroad system permits thy 
payment of substantial benefits to persons who have never had any 
substantial connection with the railroad industry. And | have shown 
that this serious defect in the system would by no means be remeiied 
by raising the minimum qualifving amount from the present $150 to 
$300 as proposed in the bill. The defect to which I now refer is th 
one which permits the payment of benefits to persons who have long 
ceased to have any connection whatever with the railroad industry 

The present minimum straight time railroad wage is 139.7 cents pe 
hour, or $55.88 for a 40-hour week. Thus $150 represents less than 
3 weeks of work for the lowest paid railroad worker, and $300 repr: 
sents less than 6 weeks of work for the lowest paid railroad worke: 
As I have pointed oul, Director Goodwin of the Bureau of Emplovy- 


ment Security, in recommending the adoption of 26 weeks as tly 


standard period for the maximum duration of benefits under al! 
unemployment compensation systems emphasized that he was 
referring to “individuals having a firm attachment to the labor foree’ 
covered by the system. As a minimum requirement to establist: 
such an attachment he suggested “about 20 weeks of employment 
That length of railroad employment, even for a man drawing th 
minimum rate of pay would represent earnings of $1,100, 

Under the railroad system as now in effect, a man who worked for : 
railroad for less than 8 weeks, in January of this year, would 
qualified for benefits if he should become une mploved or sick at an 


time during the fiscal vear ending June 30, 1954, regardless of wha 
other employment he may have had in the meantime. He may hav 
left his railroad employment voluntarily either to engage in some forn 
of self-employment or to work in some other industry. In the case ol 
the sickness benefits, he might still be employed in some othe 
industry or self-employed, but merely laying off because of his sickness. 





RAILROAD UNEMPLOYMENT INSURANCE ACT Q5 


As I have said, he would be eligible for sickness benefits even while 
serving a term in jail and thus unattached to any labor market. 

When we consider that the railroad system is financed solely at the 
expense of the employers, there is no conceivable justification for such 
a situation. A person who has voluntarily left railroad employment 
for employment in other industry or for self-employment has no 
right to look to the railroad industry for protection from unemploy- 
ment occurring anywhere from 6 to 29 months thereafter. Certainly 
this gap should be materially narrowed. The situation is much too 
serious a one to be shrugged off with the statement that it is merely a 
result. of the adoption for administrative convenience of fixed base 
and benefit vears. While it is a result of the plan of fixed base and 
benefit vears adopted in the railroad system, it is far from being the 
necessary result of that plan, and may be substantially remedied 
without any change whatever in the plan. 

For example, in Indiana, although the base year consists of the 
first four of the last five quarters preceding the benefit year, thus 
being separated therefrom by one quarter, the statute nevertheless 
provides that in order to be qualified for benefits a person must have 
worked in the last two quarters of his base vear. 

There are many other ways by which the inexcusable situation now 
existing under the railroad system could be materially relieved without 
any change in the present arrangement with respect to base and 
benefit vears. ‘The railroads are not asking for any changes in that 
arrangement. Neither are they here urging any amendments to the 
act at this time. They do insist, however, that if there is to be any 
further liberalization of benefits, this should be accompanied by an 


improvement in these other features of the railroad svstem to which 
| have referred. There is no conceivable justification for saddling 
the railroads with the cost of bigger and better benefits to persons W ho 
are not entitled to anv benefits at all. 


MAXIMUM BENEFITS 


The maximum weekly benefit under the railroad system is $25 for 
unemployment or sickness other than maternity sickness, payable in 
either instance for a maximum of 26 weeks. For maternity sickness 
the maximum ts $52.50 per week during 4 weeks of the maternity 
period and $35 per week during the balance of the period. The maxi- 
mum total benefits for maternity sickness are the same as for unemploy- 
ment or other types of sickness; namely, $650. The duration period 
for each tvpe of benefit runs separately and the records of the Board 
show thousands of cases each vear where the same person draws more 
than one of the three several types in the same benefit vear. There 
is one striking difference, however, between maternity benefits and 
the other two types, and that is that maternity cases pay over 150 
percent of the normal weekly rate and normally run for the maximum 
duration. 

I think that the statistics show that the duration for the maternity 
benefits average about 83 percent of the maximum. That is a little 
surprising, because the law contemplates that they will be paid in all 
cases during a full maternity period ; but | understand the reason 
there is not 100 percent exhaustion of benefits, as they call it, is that 
ina great many instances the claimant goes back to work before the 
end of the maternity period as defined in the statute. 
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INCREASED MAXIMUM UNDER H. R. 6525 


The effect of H. R. 6525 would be to raise the present maximum 
weekly benefit for unemployment or sickness other than maternity 
sickness by 50 percent, to $37.50 per week, and the maximum fo: 
maternity sickness to $78.75 per week for 4 weeks of the maternit) 
period and $52.50 per week for the balance of the period. Thus, the 
maximum total benefits of each of the three types would be raised 50 
percent from $650 to $975. In the case of the unemployment bene 
fits, it would represent an increase of 212% percent in the maximum 
weekly benefit provided in the original act and an increase of over 
300 percent in the maximum total benefits payable in a benefit year 


COMPARISON OF MAXIMUM BENEFITS UNDER THE RAILROAD AND 
STATE SYSTEMS 


How the present and proposed maximum benefits for unemploy- 
ment under the railroad system compare with those provided under 
the various State systems is shown in my exhibit V. As shown on 
the first chart attached to that exhibit, there are 15 States which have 
maximum weekly benefits for unemployment higher than the $25 
paid under the railroad system, 18 States having the same $25 max- 
imum, and 18 having a maximum below $25. Of the States having 
a higher maximum, six pay a maximum of $30, which is the highest 
basic weekly benefit paid in any State. In the States having a max- 
imum below $25 the amounts are $20 in nine States, $22 in five States, 
$22.75 in one State, and $24 in three. The average for all the 5! 
State systems, weighted in accordance with the number of railroad 
employees in each State, is $25.97. 

As shown on the second chart attached to the same exhibit, there 
are 11 States in which the maximum total benefits for unemployment 
pavable to anyone in a benefit vear is higher than the maximum 
pavable under the railroad system. There are 7 States in which the 
amount is the same and 33 States in which it is less than under the 
railroad system. The average for all 51 States weighted in accordance 
with the number of railroad emplovees in each State is $612, compared 
with $650 payable under the railroad system. 

Considering the maximum benefit rate alone, for unemployment 
alone, there is no question that several of the State acts are somewhat 
more liberal than the railroad system. As | have shown, however. 
that has been true since the beginning. It was deliberately planned 
that way bv the framers of the railroad system, who chose, because o: 
conditions peculiar to railroad employment, to place the greate: 
emphasis on benefits to the lower-paid workers and lesser emphasis 01) 
benefits to the higher-paid workers. Also, as was well recognized by 
the representatives of railway labor when they formulated the origina! 
plan of the railway system, the relative over-all liberality of any two 
unemployment tasurance systems cannot possibly be gaged by refer- 
ence solely to any one essential feature. The different features are so 
interrelated and interdependent that all of them must be taken into 
consideration im any attempt to reach a conclusion as to the relative 
liberality of any two such systems. 

Even with respect to unemployment benefits alone, it is doubtful! 
that any State system equals the railroad system in over-all liberality 
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when consideration is given not only to maximum benefits, but also to 
minimum and intermediate benefits and their duration and to the 
conditions governing their payment. When it is considered that, in 
addition to’ the unemployment benefits for which it provides, the 
railroad system also provides sickness and maternity benefits at the 
sole cost of the employers in an annual amount aver: aging at least 60 
percent of the unemployment benefits, there can be no question that 
it is far ahead of any of the State systems in over-all liberality. 

It is true 11 of the State systems provide for augmenting their basic 
weekly benefits with allowances to dependents under certain condi- 
tions. However, statistics issued by the Department of Labor 
disclose that dependents’ allowances paid in these 11 States average 
less than 5 percent of the basic benefits paid therein, and less than 1 
percent of the unemployment benefits paid under all the State systems. 
Last vear the sickness benefits paid under the railroad system ex- 
ceeded the benefits for unemployment. On the average, they equal 
at least 60 percent of the amounts paid for unemployment ——12 times 
what comparable systems pay for dependents’ allowances. 


VIEWS OF RAILWAY LABOR RESPECTING MAXIMUM BENEFITS 


As I showed at the beginning of my presentation, from the beginning 
the plan of the railroad unemployment insurance system has been 
shaped in accordance with the views of the representatives of railway 
labor. Originally they emphasized the so-called social approach to the 
matter of both minimum and maximum benefits. Pursu: ant to their 
wishes, the original act provided for total benefits of $140, pay: able at 
the rate of $7 per week, to a person with base vear earnings of $150, 


and a total of $240, payable at the rate of $12 per week to a person 
with base year earnings of $1,300 or over. 

That the system as thus framed by them had a less liber] maximum 
rate than many of the State systems was well recognized by them at 
the time. For example, Dr. Bacus, speaking for the Railway Labor 
Executives Association, said: 


Almost all State laws provide a maximum of $15 per week and a few provide 
slightly higher amounts ranging from $16 to $18 per week (Michigan and 
Wyoming). Under this act the equivalent maximum weekly rate is about $12 
which applies to individuals who earn $1,300 or more in the base vear. However, 
most of the workers in the groups earning under $1,300 a vear (which constitutes 
a majority of the unemployed group) will receive higher weekly benefit rates 
than they would under existing State laws (hearings before a subcommittee of 
the House Committee on Interstate and Foreign Commerce on H. R. 10127, 75th 
Cong., 3d sess., p. 75). 

Later in his presentation Dr. Bacus said: 

Under this bill every eligible employee will get at least an amount which is 
sufficient to keep him out of dire straits for a period at least long enough to give 
him a reasonable chance for reemployment (p. 99). 


Judge Hay, speaking for the same group of labor leaders, said: 


As to the amount of benefits: The amount of benefits proposed under the bill 
vary somewhat from the amounts provided in the State acts. * * *, and the 
amount fixed for lower-paid workers and for those earning a minimum amount in 

' base year is higher. This corrects what all students of social insurance agree 
to ha a grievous fault in the State systems (hearings before a subcommittee of the 
House Committee on Interstate and Foreign Commerce, on H. R. 10127, 75th 
Cong., 3d sess., p. 36). 
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A little later in his testimony Judge Hay said: 

There is not the amount of turn-over in the railroad industry as there is in other 
industries. Due to the operation of the seniority system, there is practically no 
unemployment among the longer-service men in the train and engine service, for 
example (p. 37). 

Mr. Latimer, as I have already shown, later said of the original] 
act: 

When the Railroad Unemployment Insurance Act was passed, it compared, 
on the whole, rather favorably with the benefits provided under State laws 
It was definitely superior to benefits under most State laws for persons whose 
base-vear wages were low and, so far as the benefit rate was concerned, inferior 
to the laws of most States for persons receiving from $1,000 to $1,200 or more 
in the base year. This latter deficiency, however, was thought to be offset by the 
fact that the duration of benefits specified under the act was longer than those 
provided by any State, with possibly one or two exceptions (hearings before House 
Committee on Interstate and Foreign Commerce, 76th Cong., 3d sess., on H. R. 
9706 and related bills, p. 55). 

In other words, after having studied the matter over an extended 
period, according to their testimony, the representatives of railway 
labor concluded that a maximum of $12 a week, payable for 20 weeks 
would be appropriate for railroad workers with base vear earnings of 
$1,300 or more, in spite of the fact that many of the State systems 
provided maximum benefits bigher than that, but usually for shorter 
durations. They also concluded that when considered along with 
the more liberal minimum benefits for which it provided, their plan 
would on the whole at least equal any of the State systems in liberality. 

We thus find that in framing and supporting the plan of the original 
act the Inbor leaders (1) emphasized what I have referred to as the 
social approach to unemployment iosurance, and (2) apparently 
appreciated that the railroad system could net justifiably be one 
which provided special preferential treatment for railroad employees 
as compared with the treatment accorded their neizhbors by the 
various State systems. 

in framing and supporting the liberalizing amendments which were 
made in 1940, the labor leaders again proceeded on the principle that 
in gaging the liberality of the railroad system as compared with any 
of the State systems, consideration must be given to the relative 
treatment accorded by the two systems to low-wage earners as well 
as that accorded high-wage earners. They seemed to experience no 
particular difficulty at that time in making comparisons between the 
various systems on that basis. 

By the time they came forward with their proposals for further 
liberalization of the act which were adopted in the 1946 amendments, 
the spokesmen for railway labor had radically shifted both their 
approach to the matter of appropriate benefits and the basis on 
which they sought to justify their proposals. 

While adhering to the social approach so far as minimum benefits 
were concerned, they shifted over to the insurance approach in the 
matter of maximum benefits. They insisted on maximum weekly 
benefit rates as high or bigher than those provided under State laws, 
regardless of how the State laws might deal with mmimum benefits 
and with duration of benefits. 

In justification of their 1946 proposals, the railway leber repre- 
sentatives took the position that it was utterly futile to undertake a 
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comparison of the railroad svstem feature by feature with all or any 
of the State systems because of ike ah variances between them. 
They adopted the average of all benefits actually being paid at any 
given time under each system as the only proper yardstick by whic h 
to measure the liberality of one system as compared with another. 


Thev have adhered to ‘this changed approach and new methed of 
justification im framing and supporting their present proposal. They 


completely overlook the foct that the very reason they give for 

adopting a single yardstick for measuring the relative liberality of 

the railroad system and other svstems—namely, the wide dilfere 

between the systems with respect to essential features —refutes the 

ag Asli ip sgn which they vonriga One simple illustration 
all that is needed to establish that fac 

If the railroad svstem should be oanidal so as to eliminate all 
henefits for persons with base earnings less than $2,500, the average 
weekly benefit actually paid would immediately be raised to $25, 
considerably higher than the average under any State svstem. Would 
anyone suggest that it had thereby become more liberal than any of 
the State systems? 

There are reasons other than the variations between the svstems 
themselves that make average benefits under any two systems 
inappropriate measures of thei re lative liberality. One is the wide 
variations in the numbers of beneficiaries drawing the different rates 
of benefits and in the lengths of time th: \ draw benefits. No bette r 
illustration of the Importance of that fact could be desired than is 
furnished by the statistics of the Railroad Retirement Board res} ecting 
the benefits paid under the railroad svstem f 


erernees 


for unemployment and 
sickness. The benefit rates are the same in both cases, vet the averages 
of the two classes of weekly ber efits paid each Vear are punite il ere hit, 
due solely to differences in the percentages of beneficiaries draw ing at 
the different rates and in the lengths of time for which they draw 
benefits 

The Board's report for 1951 sh age ia the average daily benefit rate for 


all unemployment benefits paid during fiscal vear 1951 was $3.35, 
quivalent to a weekly rate of sath Sickness benefits paid during 
the same vear averaged $4.23 per day, or $21.15 per we Letually 
[ understand, the average of the sickness benefits was considerably 


higher, the figure shown by the Board reflecting the average after 


leduction from total payments of substantial sums recovered by the 


Board from persons liable in damages to some of the beneficiaries for 
injuries on account of which the sickness benefits were paid. The 


law contains a provision for such recoveries. 

Since that statement was written, Mr. Chairman, I have verified 
the fact that the averages shown in the Board’s annual r port do not 
represent the actual average benefits per week for these sickness 
emplovees, but represent the total amount of benefits paid for sickness 
less recoveries to which I referred, divided by the total m unber of 


days for which the, were paid. Ac " mp the average tor the silt ‘kn ess 
benefits paid in 1951 was at least ) percent higher than the $21.15 


that I gave, making a much wider mig between the average benefit 
for unemployment and the average benefit for sickness under the same 
benefit schedule. 

The utter impropriety of accepting average benefits as a measure 
of the relative liberality of systems which differ so widely in essential 
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features as do the railroad system and the various State systems wou! 
seem so obvious as to make any further discussion of the matt. 
unnecessary. However, this basis of comparison is so strongly relied 
upon by the proponents of the present bill that I feel justified 
pursuing my discussion of it somewhat further, and giving you some 
actual figures. 

The average benefit argument, as developed in 1945 by Mr. Latime 
then Chairman of the Railroad Retirement Board and by Mr. Schoen 
on behalf of the Railroad Labor Executives Association, was sum- 
marized by Mr. Schoene as follows: 

In the testimony before this committee efforts were made to demonstrate tha 
in various particulars the Railroad Unemployment Insurance Act was mor 
generous than the State laws. It hadtobe recognized * * * that inasmu 
as the benefit formulas differ considerably it is awfully difficult to make a: 
over-all comparison. There is, however, one highly significant comparison that 
can be made and which was made the other day in the testimony of Mr. Latimer 
That is, what do the men actually get out of it? What does an average unen 
ployed individual take home as unemployment compensation? And, it appea: 
from the testimony which Mr. Latimer gave you that actually at the prese: 
time and for some period past, the average weekly benefits paid under State lay 
are higher than the average weekly benefits paid under the Railroad Unemplo 
ment Insurance Act. * * * There is no highly preferential svstem. It is 
not preferential at all (p. 1107, 1945 House Interstate and Foreign Commerce 
Committee hearings). 

It is not at all difficult to answer the first of the two questions 
propounded by Mr. Schoene, “What do the men actually get out of 
it?” The answer is what each man gets out of the railroad system 
in the wav of benefits depends entirely and solely on what he earned 
in railroad employment in his base vear. Ii he earned less than $159 
in that vear, he gets nothing out of it during his corresponding benefit 
vear. Only work resulting in earnings of at least $150, regardless of 
its actual length, was considered by the Board and the representatives 
of the railway labor as sufficient to entitle anyone to be classed among 
those whom Mr. Schoene evidently referred to as “the men”’; that is 
railroad men. With base-year earnings of $150 or more each gets 
out of the system the amount opposite the beacket into which his 
base-year earnings place him in the benefit schedule which was worked 
out for him by his labor representatives. 

Mr. Schoene’s second question, ‘What does an average unemployed 
individual take home as unemployment compensation?” if capable of 
answer at all, could be answered only from day to day, since the aver 
age unemployed individual covered by the railroad system or any 
other system of unemployment insurance varies from day to day 
Under the railroad system and every other system persons are class! 
fied for the purpose of benefits on the basis of their record of employ- 
ment in their base year. Thus, the benefit rate, and often the dura- 
tion of benefits, for each individual is fixed by his particular base yea: 
record If the particular period of unemployment is predominant!) 
that of persons with base year records producing low benefits, as it 
usually is in the case of unemployment among railroad men, this 
purely statistical and actually nonexistent creature which Mr. Schoene 
elects to regard as the “average unemployed individual” will have a 
relatively low benefit. On the other hand, if unemployment is pre- 
dominantly among those with base vear records producing the maxi- 
mum benefits, as it usually is among employees covered by the State 





RAILROAD UNEMPLOYMENT INSURANCE ACT 101 


systems, Mr. Schoene’s statistical average individual will emerge with 
a relatively high benefit. Last vear 54 percent of all beneficiaries 
under the State acts drew benefits at the maximum rates. Their 
statistical average man had high base period wages and benefits. Of 
those drawing benefits under the railroad act during the same vear, 
oply 24 percent drew them at the maximum rate. Its statistical 
man had small base-vear earnings and relatively low benefits. 

I find there is no record so far of the percentage who drew at the 
higher rate in the State systems in 1951. That has not been worked 
up vet over in the Department of Labor. But for 1949, the average 
was 60 percent; for 1948, it was 54.3 percent, and for 1947, it was 56.7 
percent. I stated that for this last vear 1951 in the case of the rail- 
road system it was 24 percent; in 1947 in the case of the railroads it 
was 14.7 percent; in 1948, it was 22.8 percent; in 1949, it was 34.7 
percent; and in 1950, as | recall—these are fiscal vears in the cas» of 
the railroads—the average was the highest on reeord. It was 45 
percent in the case of the railroads. That was the heavier vear of 
unemployment benefits, the heaviest we have had. 

Those give you the relationship merely in one regard that necessarily 
affects the showing under the various systems of the average benefits 
paid. 

The average benefit to which Mr. Schoene refers is not even the 
amount which the average beneficiary takes home. In the case of 
the railroad system, it is the result obtained by taking the tots al of 
the benefits paid to all beneficiaries, dividing that through by the 
total number of days for which benefits were paid and multiplying 
the average daily rate thus obtained by five to arrive at an a ve rage 


weekly rate. In the case of the State Systems, it is the result ob- 

tained by dividing the total amount paid in benefits for full unem- 

ployment by the total number of weeks for which such benefits were 

paid. Thus, if A draws $20 per week for 4 weeks and B draws $10 

per week for 10 weeks, there will be a total of 14 weekly benefits paid 

in the total amount of ary and the average will be $ $12.86. But if 
t 


‘ 


the periods of benefits for A and B are reversed, the total number of 
benefits will be the same, but the total amount As will be increased 
to $240 and the average benefit will then be $17.14. If each draws 
benefits for the same number of weeks, the average is $15. 

I have already 1 referred to the difference in the average benef fits 
under the railroad system for unemployment and sickness, both of 
which are determined under the same schedule. Similar differences 
appear from year to year in the averages of the unemployment benefits 
themselves. The first full year covered by the schedule as amended 
in 1946 was the fiscal year ended June 30, 1948. Since that time 
there has been no change in the schedule, vet the average weekly 
benefit for each year, derived in the manner I have described, has 
ranged from a low of $16.75 in 1951 to a high of $19.25 in 1950. 
These differences are ascribable solely to the differences in the num- 
bers of beneficiaries taking each of the different daily benefit rates 
and differences in the lengths of time for which they drew them. 

In 1951, when the average weekly rate was $16.75, only 24 percent 
of all the beneficiaries drew benefits at the maximum rate of $25 per 
week. In 1950, when the average weekly benefit was $19.25, 45 per- 
cent drew benefits at the $25 rate. There were also wide diffe rences 
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in the percentages of beneficiaries drawing benefits at the other rates. 
The distribution in the 2 years was as follows: 


Percent drawing Percent drawing 
__ in 


Weekly benefit rate ers eeee = Weekly benefit rats 


$a.75 

$10 

$11.25 

$12.50 

$15 6 


With only 20 percent of the beneficiaries drawing benefits of $12.50 
or less in 1950, as against 33 percent falling in those lower brackets in 
1951, and with 61 percent at the two highest rates in 1950, against 
only 37 percent in 1951, it is obvious why the average benefit was 
lower in the latter year. In addition, there may have been just as 
wide or even wider differences in the duration of benefits for the 
different classes of beneficiaries. 

The tabular breakdown im table C-7 in the Board’s annual reports 
for 1950 and 1951 gives a clearer indication why the averages for the 
2 vears were so different. For example, in October 1949, which is in 
fiscal vear 1950, there were nearly 49,000 firemen, brakemen, switch- 
men, and hostlers, and over 33,000 skilled shop emplovees drawing 
benefits. These, of course, drew benefits at the higher weekly rates 
and helped increase the average weekly benefit amount for the fiscal 


year 1950. In October of the next year, however, there were only 
3,000 unemploved firemen, brakemen, switchmen, and hostler, and 
1,380 skilled shopmen. The Board states in its report jor 1950 that 


The unemployment rate reached 13 percent in October (1949) as a result of the 
effect of concurrent strikes among coal miners, steel workers, and railroad workers. 
The prevalence of unemployment among high-wage-bracket employ- 
ees, due to strikes, thus explains the relatively high average weekly 
benefit of fiscal 1950. 

As Judge Hay stated in the quotation which I have already given 
from his testimony in 1938: 

Due to the operation of the seniority system there is practically no unemplo) 
ment among the longer-service men in the train and engine service, for example 

That statement is still true, as evidenced by unemployment benefit 
statistics in the 1951 Railroad Retirement Board Report. In table 
C-12 it is shown that only 2,160 or 2 percent of the engineers and 
conductors drew anv unemployment compensation at all during the 
last benefit vear. In contrast, 55,580, or 19 percent, of the extra gang 
and other way-and-structures laborers drew benefits. 

The average daily benefit rate paid engineers and conductors was 
$4.62 ($23.10 per week) and the average rate for the laborers was 
$2.88 ($14.40 per week). The trickiness of averages is illustrated 
by the fact that if vou average up the benefits of the 55,580 with 
$14.40 per week, and the 2,160 with $23.10 per week, your average 
benefit comes out at $14.71, but slightlv higher than the average of 
$14.40 for the laborers alone. 
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I will skip to the bottom of the page, Mr. Chairman, it is just fur- 
ther emphasis on the same subject, and I have belabored the point 
enough. I do want to say this. There is this marked difference 
between railroad unemployment and unemployment im other indus- 
tries; the railroads, in the absence of a strike, never shut down. They 
keep running. They may reduce forces but they do not lay off the 
whole gang as other industries frequently do. And because of the 
operation of the seniority system, those who are laid off in times of 
any sort of depression in the business are more generally the lower paid 
men, rather than the higher paid men. 

As Judge Hay said in his testimony, there is no such thing as an 
engineer or conductor being laid off if he does not want to be laid off, 
because he simply bumps a man off below him. An engineer will 
get down to where he will bump a fireman or a conductor will get down 
to where he bumps a switchman or brakeman. It is for that reason 
that we do always have a predominance of the lower rated beneficiaries 
drawing unemployment benefits, whereas in industry in general as | 
have shown vou, the majority of those who draw benefits take the 
highest rate and for that reason it is utterly ridiculous to compare 
the relative liberality of our system with the State svstems by merely 
comparing the averages of the benefits actually paid in any vear. 

I am just about through, Mr. Chairman. 

Not only does the seniority system and the characteristics of some 
classifications of railroad emplovees, such as the extra gang laborers 
depress the average weekly benefit under the railroad system, but the 
very liberality of the system in its treatment of persons with low base- 
vear earnings operates to reduce the average weekly benefit 

The minimum of $140 in base-vear earnings qualifies persons for 
26 weeks of benefits at $8.75 per week, and $200 qualifies them for 
$10 per week for 26 weeks; $475 qualifies them for $12.50 per week 
for 26 weeks. Such easy qualification requirement results in the 
payment of benefits to a tremendous number of persons who would 
not receive anv benefits at all under some State svstems and who under 
other State systems would receive benefits for only a small fraction 
of the total which thev receive under the railroad svstem 

State systems usually limit a person with small wages in his base 
period toa relatively small number of benefits. Thus, the lowe: levels 
of weekly benefits have a much less depressing effect on the average 
weekly benefit under the State system than under the railroad system. 

A system which qualifies large numbers of persons with low base- 
year earnings for 26 weeks of benefits as does the railroad system would 
generally be considered more liberal than one which had the same 
benefit schedule for those with substantial base-vear earnings but pro- 
vided no benefits for persons with small base-vear earnings. However, 
the mere fact of screening out of the low-wage group would give the 
less generous svstem the higher average benefit. 

Thus, an attack on the low average weekly benefits paid by railroad 
unemployment insurance is an attack on the unusually liberal condi- 
tions under which a man may qualify for benefits thereunder and the 
unusually long period for which the lower benefits are pavable 

The truth of the matter, of course, is that there is no single vard- 
stick by which to gage the relative liberality of systems that differ se 
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widely, feature by feature, as do the railroad system and any of th, 
State systems. The comparisons must be made feature by feature as 
I have sought to make them. 

1 shall conclude my statement with a brief summary of what | 
think the showing which | have made conclusively establishes. 

1. Increases in. benefits under the railroad system of unemployment 
insurance since it was originally established in 1938 have far out- 
stripped the increase in the cost of living which has occurred since 
that date and have more than kept pace with the average increase in 
railroad wages during the same period. 

2. With respect to the measure and duration of unemployment 
benefits for the lower paid workers, who constitute the great majority 
of those who normally draw benefits thereunder, the railroad system 
far surpasses all or any of the State systems in liberality. 

3. The railroad system is far more liberal than any of the State 
systems both with respect to the conditions under which persons are 
qualified for unemployment benefits and with respect to conditions 
under which they are disqualified from receiving such benefits. 

4. With respect to maximum benefits for unemployment alone, the 
railroad system is more liberal than the average of the State systems, 
but somewhat less liberal than some of the State systems. Even with 
respect to unemployment benefits alone, however, it is not equaled in 
liberality by any of the State systems when consideration is given not 
only to the maximum benefits, but also the minimum and intermediate 
benefits. 

5. When consideration is given not only to its benefits for unem- 
plovment but also to those which it provides for sickness, all without 
any cost to the employees, the railroad system far surpasses any of the 
State systems in over-all liberality. 

6. From the beginning, the representatives of railway labor have 
disclaimed any thought on their part that railroad employees are 
entitled to special and preferred treatment in the matter of unem- 
ployment insurance, and certainly there is no valid basis for according 
them such treatment. 

7. The effect of what is proposed in the pending bill would be to 
place the railroad system so far ahead of any other existing unem- 
ployment insurance system in the liberality of its benefits that there 
would be no reasonable comparison between them. It would not 
only surpass all other systems in its over-all liberality, as it does now, 
but would far surpass them in the liberality of its every feature, as it 
admittedly does not do now and as it admittedly was not originally 
intended to do. 

Furthermore, as Dr. Parmelee will show, the financial condition of 
the railroads is far less favorable than that of industry in general, 
an added reason why the railroads should not be saddled with the 
additional costs required to provide still more highly preferential 
unemployment and sickness benefits to their employees as compared 
with the benefits received by the employees in other industries. 

The railroads appreciate the tremendous added responsibility which 
unemployment insurance has thrust upon the Congress since 1935. 
Federal legislation in this field embraces net only the railroad system 
and the District of Columbia system, but directly and indirectly 
affects every State svstem. The Congress has pending before it 
legislation, in the form of the Federal standards bill and the Moody- 
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Dingell bill, which would increase benefits under all systems every- 
where. Its action on any of this pending legislation, including the 
measure now before this committee, will be of far-reaching effect. 
Certainly it should not take favorable action thereon pending the dis- 
position of these other measures to which | have referred. 

Thus, the fact that the bill under consideration appears to be a 
short and simple one does not mean that it permits of quick decision 
and hastv action. It affects not merely railroads and railroad em- 
ployees, but lays a precedent for all congressional action in the field. 

Accordingly, the test of the pending proposal is not whether the 
railroad employees want it, or whether the railroads do not want it, 
but rather is whether it is a sound measure which would establish 
reasonable benefit standards if applied to all svstems everywhere. 

The railroads feel that in appearing today they appear not only on, 
their own behalf, but also on behalf of railroad users. We know that 
this committee feels even wider responsibility, for it must consider 
social legislation not only from the viewpoint of its effect on one group, 
but also its effect on all the people and on our whole economy. 

I thank you, Mr. Chairman. That concludes my long statement 

The Cuarrman. Mr. Heselton. 

Mr. Hesevron. There are two points on which I want to get more 
information, Mr. Souby. It seems to me you laid great emphasis 
on the maximums, and | can understand why that should be taken into 
consideration. On the other hand, it occurred to me that a better 
test lies in the actua! experience. I do not know that I understand 
the import of these two tables, but I would like to ask you to com- 
ment on table C—4, page 134, of the 1951 Report of the Railroad 
Retrirement Board, and on table C-19, on page 145. I notice that 
in 1950-51, there were 233,403 applications received for unemploy- 
ment benefits, 171,287 accounts opened, and 16,733 accounts ex- 
hausted. 

In 1949-50, which was an unusual vear, as vou testified, there were 
562,294 applications received, 464,125 accounts opened, and 83,131 
accounts exhausted. 

Do I understand that the accounts exhausted means that those 
individuals drew their full benefits? 

Mr. Souny. That is right. 

Mr. Heserron. It seems to me that the record of 16,733 accounts 
exhausted compared with 171,287 accounts opened in the 1950-51 
period and 83,131 accounts exhausted as against 464,125 accounts 
opened in the 1949-50 period shows a very interesting fact. So few 
of those people who were unemployed took advantage of the maximum 
unemployment benefits. They apparently got other work or returned 
to work before exhausting their unemployment benefits 

Mr. Sovury. I have forgotten what the percentage is, Mr. Heselton. 
I have seen it stated sometimes 13-percent exhaustion, as they call it, 
ina particular year, but nevertheless that duration is a very serious 
matter, and it affects materially the total amounts that are paid. 

Mr. Hesevron. Of course, it could be, I think. a serious matter if 
over the vears anything like 464,000 people took advantage of the 
full benefits. But when it turns out that only 83,000 accounts were 
exhausted, it leaves with me a feeling that the unemployed railroad 
workers try to get other work. It certainly leads me to draw a different 
conclusion from yours as to the danger of the maximum. Because if 
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only one-sixth of the unemployed used the maximum, and five-sixths 
did not, there is some significance, it seems to me, in that fact. 

Mr. Sovusy. You take for the fiscal vear ending 1951, the last yea: 
reported, there the exhaustion was less than 10 percent. 

Mr. Hesevron. Yes, 

Mr. Sousy. The fiscal year ending June 30, 1950, was that excep- 
tional vear. It was the heaviest vear of unemployment benefits 
since the law was passed. I mentioned that, | think, over in the 
Senate hearing as indicating to my mind why no one can anticipate 
just what may ultimately be the cost of a system of this sort, because 
there in a year which no one would think of as being a severe depression 
year, we nevertheless paid out total benefits for sickness and unem- 
plovment that were quite a little in excess of the maximum 3-percent 
tax rate that 1s imposed. 

What the situation would be in a time of real depression, I just do 
not know. 

Mr. Hesi LTON. Let us go to the table C—19 on the sickness benefits. 
That is only for the fiscal vear 1950-51. There were 185,671 applica- 
tions received. There were 141,486 accounts opened, and only 21.866 
accounts exhausted. In this annual report a considerable amount of 
detail is inserted with reference to the type of sickness. Mv impression 
is that it is only in the very serious cases, serious fractures or arterio- 
sclerotic conditions, things like that that the benefits are exhausted. 
In the case of appendicitis, bronchitis, neuritis, asthma, benefits last 
only for short periods of duration. All this would indicate to me that 
the beneficiaries are certainly not abusing their rights. 

Again, the fact that a maximum exists Is not of significance, I would 
think, as you have pomted out to us 

Mr. Sovuny. I mentioned that particularly in the case of maternity 
sickness. That, 1 thought, before 1 looked it up, would be almost 
100 percent exhaustion Actually it ranges about 83 percent. dut 
sickness in general, the same man Is not apt to get sick more than once 
in the same vear and 26 weeks is 6 months, and it is a relatively 
serious sickness that runs 6 months 

Mr. Heserron. I agree with you that there are many factors that 
this committee has to take into consideration in analyzing any pro- 


posal that comes before us. In the case of a man who is actually 


I 
} 4 ? ai 1") he 4 
unemploved today probably there is little hkelihood that he canno 


get another job or would prefer not to get another job. He would 


probably not try to live on unemployment benefits. Certainly if a 


man is injured or taken seriously ill, the present scale of benefits is 
not attractive to him sufficiently to keep him out of employment 
Unemployment benefits start with a weekly rate of $8.75, and finally 
reach up to $25 in the highest wage bracket. For a man who earns 
$3.500 or more a vear, an unemployment benefit of $25 a week would 
really be no inducement to remain unemployed. It would stretch 
my imagination to think that the fears you have of the system being 
abused would result. Economic pressure on anyone, single or mar- 
ried, certauly if he had ani dependents, would force an individual 
to return to work as quickly as possible. 

Mr. Sousy. To m\ mind, Mr. Heselton. it depends a great deal on 
one’s conception as io the provice or purpose of unemployment 
insurance. I go back to the concept that was expressed by one of 
the speakers for the railway employees back at the time the original 
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act was adopted, and that was Dr. Bacus, who appeared there as one 
of their principal spokesmen. I wish I could find the exact language. 
He expressed the concept of it as providing a man with a little of 
something that would help tide him over until he could be reem- 
ployed. Here is the way he words it. “Under this bill, every eligible 
employee will get at least an amount which is sufficient to keep him 
out of dire straits for a period at least long enough to give him a 
reasonable chance for reemploy ment.” 

That is one conception of it. The other is, and the one that is 
being emphasized around here a great deal, ut least bv the proponents 
of this legislation, is benefits that will enable a man to vO alor or and 
live the way he is accustomed to live, as distinguished from something 
that is just a makeshift or something to tide him ove: 

When they originally started out to devise the scheme and _ fix 
these benefits, it was generally accepted that the benefits on the 
average should not be more than 50 percent of what a man would 
make while he was employed, and that if you took it from the social 
approach that I speak of, you would load the benefits heavily on the 
lower paid workers and correspondingly lighten them up for the 
higher paid workers, still with the theory that over-all the average 
would represent about 50 percent. 

Now, from that angle, we have more than met the original theory 
of the thing. 


Wh buecr VOU rea ‘h thie pol it whe vou thi ik Vou are roiIng to have 
to pay benefits that will enable a man, wher unemploved, to live as he 
does when he works, | do not know. B I if vou do | thi . Vou Ww ill 
ruin most of the workmen in the country. That is the origin, by the 
way, of the 26 weeks—give him about half of what he would earn 
when re asonably emploved ‘or one-half of the time. It is just a tide- 
over proposition, 

That rather ties in with your comments On tie statistics Oo. the 
Board, that the great majority o: those who cd: yu np! Ant iL bene- 
fits do hot even need tha iil foi 2 InaxXimMuL of 6 montl Ph Vv are 
tided over and gel work sooner than that 

Mr. Heseiron. Mr. Souby, certainly in the provisions of the bill 
before us, as 1 see it. for the fellow in the lo > iiss tlio vho 
earns a tote! compensation of $474.99 aid Ss assiill thin Tes 
the full bene fits over th full pp riod hi WOouULG > II uy MuvV AY for 
the vear. He is not going to live in the style to which he is accus- 
tomed which vou mentioned. Certainly the tadividual r ual 
earnings of $3.500 and over who would qaraw a iii l mplov- 
meiit benefit of $975. is not even going to b \\ hin gu imli¢ ( I ie stvle 
of living to which he is accustomed. 

Mir. Sousy. [tis not a princely allowance, and it was r designed 


P ' ' 1] ; 
lO De &@ princetV aNowahce. 


) 
\ ! j + | ; + . 
Mr. Heseiton. | am not disputing that, but [ thought vou were 
suggesting that there was some sort O07 inducement to anvorn 1 Was 


unfortunate enough to lose a job or becom li, andt ov Uni ble to 
work, LO ¢ Xhaust his benefits. I must sav I cannot follo your logic. 
Rather, I think there is an inducement to g ly . tO WOrK a quickly 
us possible, and I think the rec rd bears it out 

Mr. Sousy. About the sickaess benefits, | think I made it clear to 
you that they are just peculiar to themselves as far as the railroad sys- 


tem is concerned. There is no other svstem that provi les them at the 
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expense of the employer like we do. They let everybody look afte: 
himseli as far as sickness goes. 

Mr. Hesevren. Right on that point, Mr. Souby, I confess that | 
did not know any of the detail that you submitted to us about th: 
assistance the States are giving. But for one coming from Massa. 
chusetts, where the weekly benefit is already $25 a week, and there is 
legislation, | understand, peading there that is likely to receive som: 
favorable consideration increasing it to $30 a week, it is hardly im 
pressive to me to be told that ta one of our States they provide for only 
$30 total weekly benefit, another State something hke $37.50 a week 
over the whole period. You certainly do not want to leave us with 
the impression that even though you oppose this bill, you are advo- 
cating that this committee should reduce railroad unemployment in- 
surance benefits to the level of States A, B, and C. That would noi 
work at all in the areas where the railroads are certainly big employers, 
and as a matter of fact where the public is a big customer. 

Mr. Sousy. What vou refer to is what I say is a different approach 
to it. There are some of the States that have taken a strictly what we 
call insurance approach. Anyone who has done anv work at all has 
paid for insurance. Actually he has not paid anv money. He has 
done some work mstead of paying a premium. ‘They regard him as 
being entitled to certain benefits because he has done some work in the 
industry. If you take the strictly insurance approach to it, he is 
entitled to something no matter how little work he has done. So 
these States that vou speak of take that approach that provides these 
measly minimum benefits for a man with very low qualifications, and 
they provide them for a very short time, just on the theory of giving 
him something back. 

The other which I think is the more enlightened approach is to 
devise some more reasonable minimum benefit, but condition it on a 
more rigorous requirement, to show that a man really has some 
genuine connection with the industry before he is entitled to anything, 
and then give the relatively large benefit for a relatively short period 
of time, where he has low earnings. Our people go the limit in both 
directions pretty much. They give the low rated people a relativel) 
high benefit and give it for the full duration regardless. They have 
carried the social approach to the real extreme there. 

Mr. Hesevron. That is all, Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Douuiver. There are two or three questions I would like to 
ask, Mr. Souby. 

As far as I have been able to discover in vour statement vou do not 
mention the over-all cost. Will we hear another witness on that 
subject? 

Mr. Sousy. The over-all cost? 

Mr. Dotuiver. The over-all cost. Will we hear another witness 
as to the estimates of the railroads on the over-all cost? 

Mr. Sousy. I do not think we will have any showing on that at all. 
We are willing to accept the calculations that have been referred to 
here by Mr. Schoene, and I think Mr. Harrison mentioned them. 
They are calculations that are made by the Board’s staff, who are 
experts. They are based on various assumptions that cover a wide 
range. We are willing to accept those estimates. We do not think 
anvbody can say with certainty, and I think they admit they cannot 
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say with certainty. They just show the possibilities based on various 
assumptions. 

Mr. Hesevron. Mr. Chairman, I looked at the statement filed by 
the Board, and I find we again have a divided Board with one member 
dissenting. As I reeall it, Mr. Souby, the figure Mr. Fort referred to 
was a figure referred to by Mr. Squire, and not by the majority of the 
Board. 

Mr. Sousy. | think that is probably right. My understanding is 
that they figure an average over-all cost of 2.7 percent of the payroll. 

Mr. Dotxtiver. That was the figure given by Mr. Harrison, as 1 
remember, 

Mr. Sousy. I think that is right. That is about as near accurate 
as anyone can come to it. Wedo not know. 

Mr. Dotitver. One other general question, and this is a matter of 
opinion that you may express as vou see fit. 

Relatively, there has been a considerable stability in railroad em- 
ployment, let us say, over the past decade. Would vou say that the 
unemployment insurance law has made any contribution to that 
stability? 

Mr. Sovusy. I am not sure. There has been a gradual decline 
vear after year in the average number of railroad employees. That 
probably may continue up to a certain point. Of course, we reached 
a very low point during the depression of the thirties. We got down 
below a million men. But taking it over a long period, the tendency 
has been gradually for the average number to decline. That is due 
to improvements in mechanization of various sorts. But I think 
probably the employment will continue to run along about the level 
it is now, unless there is a sharp decline in business 

Mr. Douitver. Perhaps I did not make my point clear 

Mir. Sousy. But I do not know whether it has been influenced by 
any of the things you have mentioned. 

Mr. Dotuiver. The thing I am trving to get at is this. Do you 
believe a man would be disposed to remain in railroad employment 
more consistently and continuously by reason of these unemploy- 
ment and sickness benefits than in some other employment where 
such benefits were not available to the same degree 

Mr. Soury. I do not imagine that the railroads have any trouble 
finding men when they need them, except of course during the war 
when they had to bring in a lot of low class track labor. There was 
a shortage there. But whether or not men are attracted to the 
railroad work as a result of these laws, 1 could not say 

Mr. Douutver. As a matter of fact, railroad employment is an 
attractive field for a good many men, is it not? 

Mr. Sousy. 1 would think it would add to the stabilitv of the 
railroad employment, particularly the retirement law. 

Mr. Dotitver. Pardon me? 

Mr. Sousy. 1 think the Railroad Retirement Act provisions would 
inquestionably tend to hold men in the service. They accumulate 
rights here vear by vear and after a man gets a certain number of 
vears, 1 think he might be less inclined to leave the service than he 
would otherwise. 

Mr. Douutver. And possibly the unemployment and sickness 
benefit would have some tendency to stabilize the employment. 


96632—52——_8 
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Mr. Sousy. I do not know about that. But the railroads volun- 
tarily established pension systems in the early days. That was not 
just eleemosynary. It tended to hold the men to the jobs. But those 
systems had more effect than the present one because under the volun- 
tary system, a man had to stay with a particular railroad to get his 
rights. Now, it does not make any difference, as long as he is in the 
railroad industry. 

Mr. Dotutver. One good evidence that the system of retiremen| 
and other benefits as perhaps initiated by the railroad has been a good 
thing industrially is that the plan has spread to other industries, is 
that not true? 

Mr. Souny. | think they were probably at least among the origi- 
nators of the retirement plan. 

Mr. Dotuiver. That is all, Mr. Chairman. Thank vou. 

Mr. Wotverron. Could you tell us in dollars and cents what th: 
cost would have been in the past vear if the present proposed law had 
been in effect? 

Mr. Souny. This last vear was quite a light vear for benefits unde: 
the unemployment part of the act. Of course, the sickness benefits 
run along about the same vear after vear. | would say that the cost 
during the past year was something more than | percent of the pay- 
roll. This law would raise it at least 40 percent, I think. 

Mr. Wotvertron. What would be the figure in dollars and cents? 

Mr. Sousy. In percent of the payroll? I think it would probably 
be—— 
Mr. Wotverron. I do not want to deal too much with percentages 
I would like to get the dollar amounts. 

Mr. Sourny. | think the figures that have been presented here by 
Mr. Harrison, and I think Mr. Schoene, show estimates by the Board 
that the law would result in an increase in the cost of the unemploy- 
ment benefits somewhere between 35 and 36 percent, but it would 
increase sickness benefits by 41 or more percent. 

Mr. Wotverron. What would that be m dollars and cents? 

Mr. Sourny. In dollars and cents, it depends on what you take as 
your base. I would Say it would amount to about $30,000,000 a vear 
over a long time estimate, because I think vour unemployment and 
sickness benefits combined will average at least $75,000,000 a vear 
over any reasonable period; 40 percent of that would be about $50,000,- 


000. Tam just using my own judgment, because | say I think I have 


about as much of a basis for guessing as most of the other people who 
u 


make those calculations, because I just take the past figures and sort 


of average them up. 


Mr. Wotverron. It did seem to me that having in mind the last 
basic figures that are available, whether it is for last Vear or the veal 
before, it would be easier to approach it 

Mr. Souny. The nearest I have to that in the way of figures is my 
exhibit 2. | show what benefits have actually been paid every year 
since the sickness benefits have been payable, and for those 4 years 
the sickness and unemployment benefits combined have been 
$330,000,000 some odd. That would give vou an average of about 
$82,000,000 or SS5,000,000 a vear tor the two combined. 

Mr. Wotverton. I can see how the figures would vary according 
to different vears, both from the standpoint of the amount of unem- 
ployment or from the standpoint of sickness. That is the reason | 
asked what would have been the increase in cost based upon the figures 
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that actually did exist in the last available vear, both as to unemploy- 
ment and illness. If it cost so mue h under the old law. how much 


would it have cost under the new law or the proposed law? I am just 
trying to find out what it means in dollars and cents to the railroad 
industry. 


Mr. Sousy. I gave the figure, Mr. Wolverton, the best I could 
approximate it, that it would proably represent an increase of about 
$30,000,000 a year on the average. But that may not be right. I 
do not know what it would be. 

Mr. Scnorene. Mr. Chairman, may | just call attention to the fact 
that the figure Mr. Wolverton has been asking for is in the record? 
[t is contained in my table 4 that was introduced in evidence, and that 
shows the benefit vear 1950-51, the actual paymenis made, and the 
additional amount that would have been paid had this bill been in 
effect during that vear. That shows the additional amount for un- 
employment due to lack of work that would have been paid, would 
have been $8,452,400. For unemployment due to sickness, the addi- 
tional cost would have been $10,916,600, or a total of approximately 
$19,000,000. 

Mr. Wonverron. That is the figure that I wanted. What rela- 
tionship does that bear to the operating expenses of the railroads? 
Does anybody have that figure? You have dealt.in so many figures, 
I do not know if I could ask for anything that had not already been 
mentioned some place. 

Mr. Sovsy. Dr. Parmelee, who will follow me, may be able to 
answer some of those questions, but I am not sure he has prepared 
that. 

Mr. Woxtverron. I was trying to ascertain by the question I ju 
asked, and the one that followed, what the impact would be on rail 
road expenses. 

Mr. Sousy. As I say on the average it would put a burden on them 
of about $30,000,000 a vear over the reasonable period in the future 
They will not have to pay it right now because they have this reserve 
representing the amounts accumulated from prior taxes, but the costs 
are all borne by the railroads, and whenever vou increase the cost, it 
puts that burden on them whether it hits them immediately or not 

Mr. Worivertron. I do feel that maybe there is an element that 
enters into it that in the opmion of some might justify a more favor- 
able attitude with respect to the railroad industry than would apply 
to industry in general, with respect to railroad retirement, or with 
respect to unemployment compensation or sick benefits. 

[ am of the opinion that whatever you do to make railroad employ- 
ment desirable has a beneficial effect on the public because, the more 
desirable you make the employment, the more certainty there is for 
continuous service or continuity of employment. Having in mind, as 
I have expressed on more than one occasion, that the question of 
safety enters into it, | think continuity of employment in the railroad 
industry and keeping of personnel in the railroad industry has a direct 
benefit to the public that utilizes the transportation services. 

The Caarrman. Thank vou, Mr. Souby. 

Mr. Souny. Thank vou, sir. 

The Cuatrman. Before we recess, there will be inserted in the rec- 
ord at this point a statement by Hon. John C. Butler, of New York, 
and also a statement by Mr. Clarence B. Carter. 

(The statements are as follows:) 
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STATEMENT FOR Hon. Joun C. Burier (Repusiican), New Yorr 


Mr. Chairman, I appreciate your courtesy in permitting me to come before you 
committee today to make a statement in support of H. R. 6525, a bill to amend 
the Railroad Unemployment Insurance Act. The other day after I had read 
the Record that you, Mr. Chairman, and several other distinguished members « 
this committee of both political parties had introduced identical bills on t! 
subject, | was very gratified. I am pleased to note that Republicans and Den 
crats alike are interested in improving this act. 

As all of you kno, I am not an expert in the field of railroad unemploymen: 
compensation insurance, nor am I an expert in matters of railroad retiremen: 
But I do have a very keen interest in these matters; and, in view of the fact that 
represent a large raiiroad constituency, these problems are of primary concer 
to me. Those of us in the Congress who are not experts or actuaries must loo! 
to you members of this committee for advice and counsel in our efforts to improy 
these statutes that so vitally affect railroad employees. Therefore, I am high! 
pleased that so many members of this committee are interested in solving t! 
problems of railroad employees in the field of unemployment compensation. 

As all of us know, wages in the United States have gone up very sharply in th 
last 10 years. Therefore, the fixed rates that we have established for benefits 
under the Railroad Unemployment Insurance Act are no longer adequate. ‘The: 
have not kept pace with the rises in wage levels and price levels. In all of the 
talks that I have had with railroad workers who live in Buffalo, which I have t! 
honor to represent, I have been advised that increases in the benefits under this 
act are necessary. The spokesmen for the employee organizations, in whom |! 
have great confidence, have assured me that the increases as provided for in th« 
bill that you are now considering can be made safely at this time. 

I am hopeful that your committee will report this bill out favorably and that 
the House will have an opportunity to adjust these compensation rates in accord- 
ance with the needs of the industry. 

Thank you for letting me come today and appear before you, and I want to 
assure you that I want to do everything that I can to help you and your disti: 
guished committee. 


Testimony OF CLARENCE B. Carter, NATIONAL SECRETARY OF THE RAILROAD 
Penston CONFERENCE, New Haven, Conn., Favortnc EnactmMent or In 
CREASED RatLrRoap UNEMPLOYMENT INsvcRANCE PayarLe From First Day 
OF SICKNESS 


Mr. Chairman and members of the committee, my name is Clarence B. Carter, 
and IT am national secretary of the Railroad Pension Conference, an organizatio: 
of railroad workers from all crafts on the major railroads. Our mailing address 
is Post Office Box 798, New Haven, Conn. 

The pension conference urges the House Interstate Commerce Committee ar 
the Senate Labor Committee to approve and send legislation to Congress for 
enactment that provides for increased railroad unemployment insurance payabl: 
from the first dav of sickness. 

Ve support the increase in railroad unemployment insuranee contained in 
S. 2639, and we request that said increase be payable fron first day of illne 

At the present time benefits are paid for each day of sickn in the f 
14-day registration period in a benefit vear with 7 or more days of sickness, and 
for each day of sickness over 4 in any subsequent period in the same vear. 

In other words, railroad workers reeeive no insurance for the first 7 davs of 
illness. Benefits are pavable after the seventh consecutive day of illness with a 
maximum number of 130 days’ insurance paid in a 189-day period. 

Many thousands of railroaders are often sick less than seven consecutive days 
in a period of illness. An individual could be sick severa! times a year, and each 
time less than seven consecutive days; still that person wou!d receive no unemploy- 
ment insurance despite the time lost and fee for doctors and cost of medicine. 

The penalty imposed on the Nation's railroad workers through legislation 
prohibiting payment of unemployment insurance under 7 days of sickness causes 
hardships on the sick man and his family. It is out of pure economie necessity — 
namely, the high cost of living—that we urge the Eightv-second Congress to anend 
our Railroad Unemployment Insurance Act by providing increased benefits 
payable from the first day of sickness. 

Mr. Chairman, most railroad workers, regardless of their vears of service, 
receive no pay for time lost through sickness, not even 1 davy’s pay. As an 
example, I myself have been employed by an eastern railroad for the past 26 


d 


pa 
ess over ¢@ in the 
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years; yet, like most railroaders, I do not get one single day off for sickness with 
pay. 
Actually the present law, with its vicious penalty, prevents many railroaders 
rom taking time off when sick. They simply cannot afford to jose their wages, 
not even for a single day. This constitutes a hazard to railroad property, the 
individual, and public. 
Many railroad employees, when sic k, apply their vacation time for sick leave 
in orde r not to lose the first 7 ds ays’ pay. Thus the Vv are robbe d of a reallv true 


vacation. ‘"Technicaily speaking, vacations are suppose d to be used for relaxat 
and for times of enjoyment away from the hazards of railroad employment and 
not te be substituted for wages lost due to illness. 

Further, unemployment insurance is so meager and comes so late that it be- 
omes necessary to take up collections of money from the friends of the sick 
verson so that his family can have funds to live from day 1 \ ’ 
if work, as one example, collections have been taken for five different trainmen 

ithin the past 6 wecks. 

Railroad employees have noted with interest the improved sick benefits pro 


ion 





vided postal employees last vear by Congress. Likewise, ma l-service, 
State, Government, and municiap!] workers get full pay for time lost due to sick- 
ess, according to their vears of service. Further, I believe I em corre vhe! 
| say that Members of Congress continue to receive their salary when away from 
Congress when sick. 

I would like to point out that we are not requesting at this time sick benefits 
comparable to those mentioned above. The most we could receive under the 


proposed increase is a maximum of 87.50 per day, prov e VE 
was Over $3,500. I myself would only receive 86 50 per day, or less than one-half 
f my present day’s pay. 

Mr. Chairman and members of the committee, our proposals for sick b fits 
unemployment insurance) to be paid from the first day correspond with a 
resolution adopted at the twenty-ninth convention of the Brotherhood of Re silroad 
Trainmen held in Miami, Fla., in October 1050 

Their resolution stated, in part, ‘That sick benefits be paid from the first d 





until a maximum of 130 days have been paid during any o benefit ar 

The pension conference, on the basis of this resolutior ud | intro- 
luced (S. 2438) in the U nited States S« bate On Januuarv iv otf 1 . ear t tne 
Honorable William La ng 

In our bill, S. 2438 oe maximum amount would be paid for ness lasting 
only 130 days, while under thu present law, as stated al the ma ! aid 
for sickness jasts 189 davs or, in other words, for 130 davs a |SO-da eT a 

Mr. Chairman, since we do not wish toeliminate a i yes We a 

hat is, the 189-day period for unemployment insurance and = ‘ support 
he increase in the daily rate provided in 8S. 2639 and Crosser t H. R. 6525 
we hereby suggest and urge vou to favor 1 followit 

That a bill be reported out of committee that pr t i 
rate provided in H. R. is 65 made pa i : f 
sickness (unemployment t{ days. | g i 

nsurance to be paid on t! s as pres n i 
waiting period required per r y - 
rease provided in H. R. ¢ 2639 

Further, we suggest that the present period of 130 dav- [ t 
insurance in a@ I89-dav period be extended to 107 days account f benefits 
paid for the first 7 days of sickness 

If the above proposal is not acceptable, we suggest y 

Phat the proposed increase provided in H. R. 6525 be paid for the first five 
consecutive das s of illness unemployment then ha a 2-da Altivig ried; 
then, on the eighth dav of illness, resume the payments for five re davs: from 
there on pay the benefits in accordance with the present law: that is, in respect 
to the 4-day waiting period required between ea payment and, of course, 
retaining the increase provided in H. R. 6525. 

Under this proposal, there would be only a slight change in the pres 

Instead of receiving 7 days’ of insurance in the first 14-da i, we would 
instead receive 10 days’ insurance. 

Mr. Chairman and members of the committee, in closing, the Railroad Pi 
Conference again urges you to report out a bill that provides for increased benefits 
payable from first day of sickness (unemployment 

The superhigh cost of living makes it imperative for Congress 
vicious penalty that prohibits railroad unemployment insurance from being paid 


rom the first dav of illness 
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Railroad workers pay the same price for pork chops, rent, fuel, elothing, ete, 
when sick as when in good health. 

Only Congress has the power to remove the vicious 7-day waiting period now 
required in the Unemployment Insurance Act. 

Mr. Chairman, we trust vou and the committee will recommend its remova! 
and thereby request the Eighty-second Congress to act upon it at once. 

Thank you for permitting me to speak before the committ®® today. 


The CHatrmMan. The committee will stand in recess until 1:30 
p. m. tomorrow. 

(Thereupon at 4:45 p. m., a recess was taken until Thursday, 
March 6, 1952, at 1:30 p. m.) 
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THURSDAY, MARCH 6, 1952 


House oF Representatives, 
CoMMITTEE ON INTERSTATE AND Foreign ComMMERCE, 
Wash ington, P. ¢. 

The committee reassembled at 2 p. m., pursuant to adjournment, in 
room 1334, New House Office Building, Hon. Robert Crosser (chair- 
man) presiding. 

The CuairmMan. The committee will please be in order. Gentle- 
men, we have two faithful members present, and they ought not to be 
punished by waiting for others, so we will go on with the hearing of 
the witness. Before we hear you, Mr. Kennedy, | have two letters 
that I want to put into the record at this point. The first one is from 
the Chamber of Commerce of the United States and signed by Mr. 
Clarence R. Miles, and the next one is from the National Coal Associa- 
tion and signed by Mr. W. B. O’Brien. 

I will introduce and incorporate those in the record at this point. 

(The letters referred to are as follows 

CHAMBER OF COMMERCE OF THE Unit STATES 
Wasi ton 6. D.C. Me } 
Hon. Rornertr CROSSER, 


Chairman, House Interstate and Foreiqn Commerce Cor 
Washinaton 25, DD. cs. 





Deak Mr. Crosser: The Chamber of Commerce of the United States is 
opposed to H. R. 6525, a bill to amend the benefit schedule of th Railroad | 
ployment Insurance Act. 

Onur opposition is based on the following five 1 

1. The eontemplated liberalization of the benefit for: a violates the 
universally reeognized intent of unemployment insurance legislatio are 
to pay benefits related to prior earnings to workers norma attached to the 
labor market who are involuntaril emploved i 

Most informed opinions, including official statements of the Labor Department 
officials charged with the Federal responsibility for unemployment insurane 
are agreed that unemployment benefits should be limited persons ¥ are 
actually attached to the labor market It is also almost universally admitted 
that there should exist some reasonable relationship betwe the amount of 
qualifving base-vear earnings and the amount of benefits to which an individual 
mav be entitled. Practically all persons involved in the administration of unem- 
ployment insurance, both at the State and Federal levels, are agreed that unem- 
plovment benefits should never be so high as to impair the lividual’s incentive 
to work. 

H. R. 6525 would permit the payment of benefits to persons only casually and 
intermittently attached to the labor market: would distort the relationship betwee 
qualifving wages and benefit amounts: and would provide benefits in some Cases 
at a level which would jeopardize the incentive to work 

2. Action contemplated inder this measure W {i ereate substantia 
pressure on the Congress to follow this pattern ol Derauzaty 
to other unemployment insurance bills presenth g 

rhe Congress has before it now H. R. 525, the MeCormack | t mi pose 
Federal minimum standards on all State employmi pense : \ 
respect to benefit levels, disqualification standards, and eligibility conditions. 
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The Congress over the vears has been under heavy pressure to amend the Fy 
eral Unemployment Insurance Act, to increase the amount of Federal contro! o 
State program and at the same time markedly liberalize their benefit levels. 

The Senate Finance Committee has just closed hearings on the Moody }) 
S. 2504, which would provide for Federal supplementation of State unemplc 
ment-compensation benefits. The Lehman-Dingell bill introduced last we: 
brings before the Congress a request for consideration of a cash sickness bene‘i: 
program to be tied in with old-age and survivors’ insurance. 

It is quite reasonable to assume that whatever action your committee takes o: 
the proposed bill before it, such action would exert heavy influence on the Congr: 
in its consideration of these other legislative items which bear on the unemplo 
ment-insurance problems of the entire Nation. 

It is clear to see then that this bill, which directly affects only one small segme: 
of the working population, would, in fact, have far reaching effects upon the les 
lation pending for the much larger group of workers now covered by State un 
ployment-compensation laws. 

3. Generally speaking, the Railroad Unemployment Insurance Act, w 
its combination of unemployment and cash sickness benefits, far outpa: 
the level of protection afforded under State unemployment compensation 

In respect to duration of benefits, there are few States which presently mat 
the railroad formula, while no State has a more extended duration of benefits 
In terms of types of unemployment provided for, the Railroad Unemployme:t 
Insurance Act has already established a system of cash sickness and maternity 
benefits which only four States now have. As far as the benefit vield with resp 
to persons with low base-year earnings, the railroad unemployment insurance 
system far outpaces all State systems. 

It follows then that this bill would add to the preferential treatment already ac 


corded this segment of the working population. 
f r 


4. The enactment of this proposed legislation would set the pattern fo 
another heavy round of unemployment benefit liberalizations in all Stat: 
legislatures. 

In 1951, more than half the States took action to review and realine their w 
employment insurance systems. Most of the resulting amendments increas 


benefits. 

The States consistently over the past 15 vears have reviewed and improv 
their unemployment-insurance laws both in terms of the proper purpose of | 
employment benefits and in relation to the financial soundness of the State funds 

H. R. 6525 would, if enacted, generate heavy pressures on State legislatures 1 
liberalize the benefit formulas without regard for the adequacy of the financins 
structure. 

5. The excessively high benefit formula in the proposed measure would 
necessarily result in increased taxes on railroad carriers. This could not 
escape being reflected in higher freight and passenger rates with a consequent 
passing on to the consuming publie of a disproportionately high share of costs 
for railroad unemployment insurance. 

For these reasons, the Chamber of Commerce of the United States respectf 
requests you to reject H. R. 6525. We request this statement be made a part 
the printed record of your committee hearings. 

Cordially yours, 

CLARENCE R. MILEs. 


NATIONAL COAL ASSOCIATION, 
Wasi ington 5, D. &.. March 6. 952. 
Hon. Ropertr Crosser, 
Chairman, House Committee on Interstate and Forergn Commerce, 
Hlouse O fice Build ng, Weashir gion, dD. 
Dear CONGRESSMAN CRossER: Enclosed is astatement on behalf of the Nationa 
Coal Association in opposition to H. R. 6525, the bill to increase benefits under the 
failroad Unemployment Insurance Act. 
We will appreciate it if vou will have this statement inserted in the record of th 
hearings which vour committee is currently holding on H. R. 6525. 


Respectfully, 
W. B. O’Brien, 


Secretary, National Coal Association Tax Committee 
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SraTEMENT OF NATIONAL CoaL Assocrarion IN Oprosrrion to H. R. 6525 


The National Coal Association is the trade association of the bituminous-coal- 
mine owners and operators in the 28 coal-producing States of the Nation. The 
organization represents approximately 75 percent of the commercial bituminous- 
coal production in the United States. 

The bituminous-coal industry has a direct interest in any legislation affecting 
the railroads of the Nation. To the railroad industry, coal is a billion-dollar-a- 
vear traffic. Coal represents one-quarter of the freight tonnage and one-eighth of 
the freight revenues of all class I railroads. Conversely, the railroads are one of 
coal’s best markets. Railroads currently use about 65,000,000 tons of coal per 
year, or about one-eighth of the bituminous-coal industry's total output 

The National Coal Association is opposed to the enactment of H. R. 6525 
The reasons for our opposition are first summarized and then discussed at greater 
length: 
The additional cost of providing the benefits scheduled in this bill would, 
in the long run, be reflected by increased freight rates on coal and all other 
products, loss of Federal income taxes from railroads, or both. 

2. The proposed benefit schedule is, in important respects, inconsistent with 
sound unemployment insurance. 

The measure would set a compelling precedent for other pending benefit 
proposals. 

4. The measure would afford highly preferential treatment to a small 
segment of private emplovees. 

The enactment of the measure would tend to touch off another round of 
State unemployment insurance liberalizations, even though State benefits 
have just been reviewed and revised by State legislatures. 


The additional cost of providing the benefits schedu led in this bill would, in the lon 
/ / { 


run, be reflected by increased freight rates on coal all other products, loss of 
Federal income tares from railroads, or both 

Unemployment benefits provided under the Railroad Unemployment 
Act, in common with benefits provided under State systems, are financed by em- 
ployment excise taxes levied on the companies whose employment is covered. we 
Fede ral income-tax purposes, these special excise taxes are credited, so the smalle 
a company’s payroll tax is the larger is its income tax, and vice versa. 

During World W ar II, when taxes were high and unemplovment was low, the 
Federal Government’s income tax on railroads was very much less because, unlike 
other emplovers, the railroads were required to pay a full 3 percent u 
tax. This, of course, reduced their otherwise taxable net income. For the mo- 
ment, by virtue of a large reduction in unemployment-insurance taxes granted 
by Congress because of the huge railroad unemployment reserves built up over the 
war vears, the railroads are paving appropriately small unemployment taxes. 
That is to the publie interest. This low unemployment tax rate means ! 
en revenu desperately 


Insurance 


iempilovment 


much 


nore income-tax payments by the railroads at a time wh 
needed by the Federal Government. 

The present tax rate also means that the railroads do not ! ls gh freight 
rates to produce essential gross revenues as would be the e: if they were p 
the full 3 pereent instead of the present one-half of 1 perce: his is highly im- 
portant from the viewpoint of inflation. ‘Transportation ¢ n nter into 

le price of goods just as truly as production costs. 

The railroads are now engaged in seeking higher freight 
opposed before the Interstate Commerce Commission by tl coal indus 
Passage of the proposed legislation would inevitably resu nereasing f 
rates on coal at a time when those rates are already so 
priced out of many of its natural markets, with resulting injury 
coal miners, railroad employees, and the consuming public 

It is thus to the interest of the Government, from the viewpoint of preserving 
ts revenues, and to the interest of the public, both from the viewpoint as taxpayers 
“a as consumers, that the railroad une moplox ment funds be used only for paving 
needed benefits at needed rates—that there be no benefit increases which are un- 
necessarily generous. I feel that we can all agree upon that point, including those 
who are railroad emplovees. 


aving 


are being 


igh that coal is being 
al producers, 


ind 


2. The proposed henefit schedule is, ir important respe 
unemployment insurance 


It is universally recognized by students of unemployment i rance, even those 
vith very liberal views, that unemployment benefits (a 


to persons 
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who are in fact attached to the labor market and have been substantially employe: 
(b) that there should be a reasonable relationship between their base vear wag 
and their benefits, and (c? that in no event should benefits be in such amounts 
compared to wages when working, as to impair work incentives. 

At the December 1950 hearings on H. R. 8059, the 
standards for State 


the Federal law, 


testified before the Ways and Means Subcommittee respecting the work and benefi 
relationships I have mentioned. 

Mr. Goodwin, Director of Employment Security, United States Department of 
Labor, stated that sound unemployment insurance “‘provides protecti 
workers who are ordinarily emploved, who are ¢ 
of suitable work, and who are ready, willing, : 
recommended that 26 weeks of unemployme 
vided “individuals whose attachment to th 
He also provided a vardstick for determi: 
“Such an attachment would be 
earned 40 times the basic weekly benefit am in 2 or more 

. equivalet t to about 20 weeks 


of ePTNDpLO’. 
muin benefit in the schedule befor 


bill to establish Feder: 


unemployment compensation systems and otherwise ame 
the Secretary of Labor and the Director of Employment Securi 


oulv to 
wmnen ploved due to lr 


aemonhs le Ve 


e vou is $3 per day. 

davs, or S15 per week. Under 
lifving base-vear wage would be 40 times the 
S600—twice the 

Usually of more 


(,oodwin’s form 


qualifving amount in the pending 
importance than total wi in det 
labor market is distribution 


(;,o0dwin’s for: 


ern 


rmining attachment to t! 
hout going into technicalities, Mr 
1 to demonstrate a minimum of 20 
railroad act has no requ lirement at length of worl 
qualify » mi 


en m in the | ule by working 
than a third of his 20-week “dstick 


of wages. 
nula is, as he states, designe 
weeks’ WOrkK. 


Persons ¢: 


Secret ‘ussed 


‘The amount nefits 


saving: 
of the wave loss tt ey) 


, as vag 

kers should ree i should be - a fair proporti 

Ip to a reasonable j 

50 percent of the work« 

70 percent if he } 2 th re 
view this ; 


sti i 1 : applied to some 
mplover he schedu f ig 


* H.R. 8059 
rd no depende nts 


suffer. 


this igure at 


»or more, 


Persons such : 
I hs an il I alif arning $25 per mor 
ne work on Saturdays, bi e une! ent or kness benefit 

for pregnaney unemp vinen and 
hat for a short initial period : fol) 
se examples s! 


S65 ner month $97.50 f AO percen 

dbirth 

ould serve to vy we feel at the proposed 
+} 


inconsistent with sounc 


fa compe if proj 
increasi benefits. 


T) 
drawn up , the Presid message, wou 
provide benefit standar rr all TI 


State 
H. R. 6174, 


1] ! nlovee } 
Cormack bi I t. 525 


anv area wit! 
and i. 
: 


SsicKness 


ay 


its sched powertul, if 


nrovide 


iva 


Congress can hardly a | 


une! iployment-ber efit legislation. 


The measu 


fa 
sceaqment nt 


Railroad unemployment 


bevond | re ri f is, It emphasized Suci 
social features flat number of weeks’ benefits for evervone covered, while the 
tvpical State system related benefits to a fraction of base-period wages and paid 
no one neariv As | g as the 5 mor ths initially pr vided by the railroad system. 
Furthermore, the railroad system’s initial minimum benefit rate of a litt] 


InMSUrance 


itn ralitv somew! at 
comparable Wi 


e under 87 
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benefit of around $12 per week was substantially less than the $15 per week most 
States were paying, 

The railroad system, however, moved up in liberality by amendments in 1039, 
in 1940, and in 1946. , 

In view of the fact that the railroad system has had added to unemplovment 
benefits a svstem of benefit payments for sickness and maternity. whi onlv a 
few State systems have, and in view of the fact that even these few State programs 
are entirely or largely supported by taxes on empilovees, it would seem appr priate 
that railroad unemployment benefits should be evened up bv being tial 
less favorable benefits than under State systems. However. I understand that 

over-all liberality the railroad svstem already compares very favorably indeed 


per week was far higher than most States. On the other hand, its maximum 





with State systems. In the matter of length of benefits. few States mateh and 

one surpass it. In treatment of persons with smal] base-period earnings. 1 
system far outdoes all States Only in the matter of n aX 1 henefits is 
ri xceeded by an State, and as to these by or iv a comparat Vv few States 

Knactment of the proposed schedule for railroad plo : i rease 
benefits 50 percent for the person with S300 bas “period ages a I 
person with $3,600 base-periog wages—and would increase a thers fr 30 
60 percent, and thus would provide indefensibly preferential benefits 
emplovees. 

The enactment of the measure would tend ta to ii y } and of BS 

unemployment insurance liberalizations, even t} gh Ntate not 
been reviewed and revised by State legislatures 

Following the war, the railroad une mpiovinent imsur & program ved up 
to the Wagner-Murray-Dingell bill standard of $25 for 26 weeks Phi 1s 
followed by State liberalizations, a great many of ( rred last vear gh 
the States as a whole have not as vet reached the $25 for 26 weeks Tr} rroposed 
measure, providing $37.50 for 26 weeks, cannot but create tre ious pressure 
for similar action 

In conclusion, we would like to call attention to certai $s express 
attorney for the committee of the Railwav Labor Exeenu : Ass 
1945 hearings prefacing the adoption of the present benefit s deale 1946. | 
hope he was speaking only f rT hi nseit Here is what rid ot i fr ice 
[111 of the hearings before the House Co the n | ‘ and | g 
Commerce on H. R. 1362: 

‘I make no bones about it. so far as I ar 
my advise might be solicited, if it should appear, aft that the f 
here provided still leave that fund overfinanced, we are g g to er- 
alize it further: because we feel ver lefinitelv that ul t a that 
3-] erecent contribution devoted ¢ unemy 
entitled to have benefits liberalized, to have other : of t pro- 
vided for, to have the various artificial limitations apy is ! li- 
tions cut down, until we have benefits whi ‘orres - 

As shippers, taxpayers, consumers, and emplovers, we ar rested . 1 
unemployment insurance. It is to the public interest that it r i Wi 
feel that this committee and the Congress as a whole shar \\ 
that emplovees, including railroad emplovees, feel 1 at , \ in! 
believe that this attorney truly spoke for railroad lal 
sentiments just quoted. 

Benefits fran ed today on t} ‘ th eory ¢ f spend) Tf aii t P+ | ) reent P nA r | 
taxes would provide, means a complete departure fr ull sound ment 
insurance principles: it means benefits which will tend to reduee rk ent s 
at a time when all-out production is desperat I eans nts s 
present cost will soon be reflected in reduced income-tax revenues and higher 
prices, and it means benefits which spell bankrupt vhen payrolls drop and 


inemploy ment rises 

For all the reasons we have outlined in this statement we oppos actment of 
the pending bill. 

The Cuatrman. The first witness will be Mr. William J. Kennedy, 
Chairman of the Railroad Retirement Board, 844 Rush treet 
Chicago, Il. 

Mr. Kennedy. 
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STATEMENT OF WILLIAM J. KENNEDY, CHAIRMAN, RAILROAD 
RETIREMENT BOARD, CHICAGO, ILL. 


Mr. Kennepy. Mr. Chairman and gentlemen of the committee. 

The Cuatrman. Are Mr. Kennedy and Mr. Squire both here? 

Mr. Kennepy. Yes, Mr. Chairman. 

The CuHarrMan. | understand that you gentlemen are willing to |« 
your statements be made a part of the record. Is that agreeable? 

Mr. Kennepy. That is agreeable, Mr. Chairman. 

Mr. Squire. That is agreeable, Mr. Chairman. 

rl ’ - 7 = ; 

The CuarrMan. That will save time. 

Mr. Kennepy. Mr. Chairman, I would like not only to file the 
statement which [ have here, but | would appreciate the privilege o! 
filing an answer to a question that was asked by a member of your 
committee yesterday regarding the policing of the Retirement Act. 

The Cuarrman. There will be no objection to that. Does Mr 
Squire know about that? 

Mr. Kennepy. Mr. Squire knows about the question. 

And, while | am here, Mr. Chairman, may | take the privilege o! 
saving in substance what I said to the Senate committee this morning 
It is only going to take about 60 seconds. 

As vou well know, [ am neither a lawyer, nor a politician, nor a 
statistician, or mathematician. I am charged with being an admin- 
istrator and I, like Congressman Wolverton said yesterday, am con- 
fused by these percentages. 

The fact remains that 100 percent increase of nothing is still nothing 

There has been a great deal of discussion before this committee and 
the committee of the Senate during these hearings about what the 
States are doing. 

Personally, | am not concerned about what they do in Utah 
California, or some other place. 

There also has been some criticism leveled at the advocates of this 
bill, and charges made, that vou are blazing a trail. If vou are blazing 
a trail on the side of equity and justice, there can be nothing wrong 
with it, in my opinion. 

Two wrongs do not make a right. And, there are two sides to ever) 
story, so 1 am told—sometimes three -and I would like to have thi 
third side of this story brought to the attention of the committee, and 
that is the human side. Under the present law, I can well imagine as 
I said this morning, a man in the lower brackets working in the main- 
tenance of way, with a wife and three children, confined to a hospita! 
and under the present law he would get the magnificent sum of $8.75 
a week, which in values today is the equivalent of 50 cents a day. 

Now, that is not human, and it does not make sense, in my opinion 

It is true that under this so-called liberal amended law that you 
have under consideration today, that same individual who would ge! 
$8.75 would be eliminated, because of his earnings; but under this 
so-called liberal law he would get $15 a week, which is the equivalent 
in values today, to $7.50 a week or $1.25 a day. 

Mr. Souny. He would not get anything under the proposed law 

Mr. Kennepy. I beg your pardon. 

Mr. Souny. Your $8.75 man would be left out entirely. 
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Mr. Kennepy. That is exactly what I said to the committee, that 
the man would be eliminated under the so-called liberally amended 
law. 

Mr. Sousy. That is right. 

Mr. Kennepy. The only request I have to make, and I do this 
personally—-however, I might say, in handing in this report, I do it 
for the Board, but | am speaking to vou personally as administrator, 
as an individual who gets the letters from these people. They do not 
vo to other people, and when they cannot go or do not feel free to 
vo to anyone else they come to me. When they come to you, as 
Congressmen, and make their request, you frequently send them to 
me, and | know the human sufferings, and knowing this, I ask vou 
when you are deliberating on this controversial question, where there 
should not be any controversy, to consider and give proper weight to 
the human side of this legislation. 

The CHarrMAN. Are there any questions? 

If not, we thank you. 

(The statements of Mr. Kennedy, Chairman of the Railroad Retire- 
ment Board, and Mr. Squire, member of the Railroad Retirement 
Board, above referred to are as follows:) 


STATEMENT OF WiLuIAM J. KENNEDY, CHarrMaNn, Rattroap RETIREMENT 
BoarRpb, IN Support or THE Bitt H. R. 6525 


Mr. Chairman and members of the committee, my name is William J. Kennedy, 
and I am Chairman of the Railroad Retirement Board, located at 844 Rush 
Street, Chicago, Il. I am appearing here today in support of the bill H. R. 6525. 

There has been no substantial change in the benefit provisions of the Railroad 
Unemploywent Insurance Act since 1946. Obviously considering the increase in 
wage rates and cost of living since that time, benefits which were barely adequate 
in 1946 cannot now be satisfactory. 

The bill under consideration before this committee is designed to restore the 
benefits to a more adequate level by substituting a new table of benefit rates for 
the one now in the act. This is to be done by increasing the daily benefit rates 
by $1 to $1.50 per day for existing wage brackets in the present benefit formula 
between $300 and $3,000, and by adding two additional rates for emplovees who 


earn more than $3,000 in the base vear. At the same time the minimum earnings 
needed to he a qualified en plovee would he raised to S300 in a base year Table ] 
of the tables I am submitting with this statement shows that the prop ! rates 
range from $3 per day (the equivalent of $15 a week) for employees with base-vear 
earnings of $300 to $474 up to $7.50 per day (337.50 per week) for employees with 


hase-vear earnil gs of 33,500 or more 


The majority of the Railroad Retirement Board believes this proposal to be 
both reasonable and proper for the following reasons 

l. Because of increases In pav rates and cost if living the present benefit rates 
are not adequate compensation for the wage loss of unemployed or sick railroad 
employees. 

2. To make the benefits adequate it is necessary to increase the benefit rates 
in the lower wage brackets as well as to add additional rates for those with high- 


base-year earnings. 

3. Vast improvements have been made in recent years in the State unemploy- 
ment compensation laws with the result that the unemployment benefit provisions 
for railroad workers are now surpassed by those in the States with more than half 
of the Nation’s workers. 

+. The present financing provisions are adequate to support the proposed 
change. 

5. The railroads will continue to be better off financially under the Railroad 
Unemployment Insurance Act than they would be under State laws even though 
the contributions for the Railroad Unemployment Insurance Act pay for sickness 
benefits as well as unemployment benefits. 
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Before I develop these statements in more detail, I should like to review brie(\; 
the history of the Railroad Unemployment Insurance Act and the benefits paid 
under it. 

When the Railroad Unemployment Insurance Act was approved, in 1938, litt) 
was known about the ultimate cost of such benefits and quite properly the problen 
was approached with caution. The benefits were so obviously inadequate, hi 
ever, that substantial changes were made in the benefit formula in October 1949 
only a little more than a vear after the system started operating. Further char 
in 1946 added two new benefit rates for base-vear earnings of $2,000 and mor 
and extended the duration of benefits to 180 compensable days. At this time al 
the sickness benefit program was added to the law. Then, in 1948, the contribi- 
tions paid by the railroads were reduced by the substitution of a variable contri- 
bution rate for the original flat rate of 3 percent. Except for a minor change mac) 
last vear there has been no change in the benefit provisions since 1946. 

Through December 31, 1951, a total of 3465 million had been paid to railroad 
workers as compensation for wages lost because of unemployment or sickn 
Of the total, $127 million’ represents sickness benefits paid since July 1, 1947, 


The number of unemployment beneficiaries in a benefit vear has ranged from a 
low of 5,000 in the war vear 1943-44 to a high of 470,000 in 1949-50. The number 
beneficiaries bas shown less variation, the latest figure being 135.000 
including maternity beneficiaries, in 1950-51. These figures and the averag 
amounts paid to the beneficiaries in each vear are shown in tables 2 and 3, 


of sick ness 


NEED FOR INCREASED BENEFITS 


Increase in earnings and cost of living 

Wage rates in the railroad industry have risen about 57 percent since calendar 
year 1946. However, there has been some reduction in the workweek so t! 
earnings per week are currentiv (1951) 33 percent higher. But the average 
payment per week for unemployinent in the vear ended June 30, 1951, was only 
a few cents higher than in the first vear after the 1946 amendments. Tabie 
shows these figures. The average weekly earnings of railroad employees ros 
from $59.02 in 1946 to $78.45 in 1951 while the average benefits per week were 
$17.50 in the vear ended June 30, 1947, and only 517.38 in the vear ended June 30, 
1951. With this same average payment, the unemploved rai.road worker must 
meet living costs which, according to the Cor ners’ Price Index of the Burea 
of Labor Statistics, have risen 36 percent from 1946 through December 1951. 
And $17 a week was no princely income even in 1946. The average payment for 
sickness, though somewhat higher ($22.02 in the vear ended June 30, 1951), has 
also shown little improvement in the 4 years this part of the benefit program has 
been in operation. 


Ratio of be nefits to earnings 

The most frequently used measure of the adequacy of benefit payments is 1 
ratio of benefit: Lo earnings. This vardsticl , &so 2lven in table I, shows aga 
the decline in adequacy of the railroad unemployment benefits since 1946 
In the vear ended June 30, 1946, benefits per week of unemployment were 30 
percent of average earnings per week while in the vear ended June 30, 1951 
the benefits were only a little over 22 percent of the earnings per week. T| 
latter figure is even lower than the ratio of 22.8 for the first vear of the Railroa 
Unemployment Insurance Act. And you will recall that benefits in the firs 
year were so inadequate that substantial improvements were made in October 
1940. The increase proposed in the bill now under discussion would do litt 
more than restore the ratio of benefits to earnings to where it was in 1946. 

The Railroad Unemployment Insurance Act has never provided, for as mar 
as half of the beneficiaries, benefits large enough to meet the standard of 50 per¢ 
of earnings. At the present time, such benefits are provided only for those wil 
low earnings rates who were fortunate enough to be fully employed in the bas 
vear. Thus an employee who worked in all 12 months of the base year and earned 
$2,500, the lowest quaiifving amount for the present maximum rate, could receiv 
benefits per week about half the size of his regular weekly earnings. It is mor 
likelv, however, that a man earning $2,500 in his base vear had a month or more 
with no earnings and consequently received benefits equal to less than half hi 
weekly earnings. Fully as many employees, moreover, earned $3,000 in the bas« 
year and received only 43 percent of their regular earnings for each week of unen 
plovment, assuming they worked full time in the base year, and of the sickness 
beneficiaries, many more earned $3,500 than $2,500 or $3,000. Those earnings 
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$3,500 or more received 37 percent or less of their regular earnings. That cases 
where unemployed workers can receive benefits approaching 50 percent of earnings 
are rare is shown by the fact that in the past benefit vear the average payment was 
only 22 percent of earnings. 


Veed for ~MuCcTECaSES in lower- erage brackets 


You may have heard it said that our benefit formula is such that to a large 
extent increases in wage rates are accompanied by higher benefit rates This is 
true to some extent Of anv unemployment benefit formula, but for one based on 
annual earnings like the Railroad | nemployment Insurance Act. the increase in 
benefits is not enough to maintain the ratio of benefits ¢ earnings Consider, 
foe example, a S44 ‘yee rate. whieh re quires base -vear arnings of S1,600 to 
S1.999 to qualify. A few vears ago the majority of the f j i Vi 
amount of snc a had worked in all 12 mont! s of th ’ they erg 
on the average, around $35 to $40 per week and unemployvmen ! ts of $20 « 
week appeared reasonably good For those with less tha 12 months employ- 
ment in the base year, Denefits were quite inadequate: n the last benefit vea r 
i¢ss than 25 percent of the beneficiaries qualified at this rat + ( mpl ved in all 
12 months of the base vear; the majority worked les il months. The 
typical beneficiary in 1950-51 at the S4 benefit rat probs v earned nearer S55 
a week while working so his benefits were on 26 ree} ‘ } gular earning 
In other words, with increased wage rates the ji 
higher benefit rate, but for cach benefit rate. 
benefits are less adequate than previous 
who re gularly earned more 
in earlier periods 

For an industry with a seasonal fluctuation j vinent, hs he railroad 
industry, it is particularly important to make adequa rovision for those for 
whom work ts available in the industr "only ar In 1950-51 
the only wage brackets in which the m: ty of the beneficiaries worked in all 12 
months of the base vear calen | | 
rates A month as used her 
actual service. For each of 
ficiaries Worked in 6 month 
considerably since then; in 


vear 


tionship of benefits 1 


it is importa 
equany lnportant to provi 
TI can be seen from tl 
bv amount cf base-vea 
earned $150 or more it 


two-thirds of the 1050 


. aa 
fifth of these emplovees 
Ing amount tor 
f all employ ; 
under the present law would 
who earned more than 33,500 
ss than 52 weeks the percentags 


nm distribution by earnings 


change 


1 
1 
for the 12 full vears of the programm. 


Phe concentration of qualified e 
particularly by the sickness benefi 
present maximum rate in 1950 
inemploy ment beneficiaries, | i 
last vear and this, a higher proportior 

cularly those subject to seass 
juently the proportion of unemplo 
vas much smaller than that for sick 
sive unemployment this proport 
45 percent reached in 1949-50 
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Higher qualifying amount 

From the beginning, the qualifying amount under the Railroad Unemploymen; 
Insurance Act has been $150. At the present time this qualification can be me 
by only 2 weeks work at the average weekly earnings for the industry. The 
obvious intent of the bill is to raise the minimum qualifying amount to $300 
This is not unreasonable in view of the large increase in the rate of earnings tha: 
has taken place. Workers earning less than $300 in the railroad industry are 
generally employed elsewhere in part of the base vear and if they become unem- 
ployed, can get greater benefits from a State system. Until recent years abou! 
15 percent of the workers with railroad earnings were paid less than $150 in a vear. 
In 1950, only 9 percent earned under $150 and 13 percent earned less than $300 
Thus this change will have about the same effect as the present provision had 
until recently, 

COMPARISON WITH STATE LAWS 


Railroad pay high, benefits low 

Higher wage levels in the railroad industry than the average for all other em- 
ployment should justify higher benefits for railroad employees. Instead, th 
railroad benefits are lower. Earnings per week in the railroad industry have al 
ways been higher than the average for all employees covered under State law- 
(since these include industries with relatively low wage rates) but the benefits per 
week for unemployed railroad workers have been lower than the State averag 
for the last 7 years. For the most recent benefit vear (ended June 30, 1951) t! 
Railroad Unemployment Insurance Act average per week for total unemploy 
ment was $17.38. This may be compared with a calendar vear 1951 average for 
the State laws of $21.08. Table 4, which contains these figures, also shows how 
the State average has increased in every vear since 1947, when it was $17.83, 
while the railroad average has shown no improvement. 

As a percent of average earnings, the average payments to the railroad worker- 
are even less satisfactory. They have been under 30 percent of earnings per week 
in all but 2 of the 12 full vears of the benefit program. The State payments, 
on the other hand, have generally been around 35 percent of the average week! 
earnings of covered employees. Also the State ratio has changed little since 1947 


while the ratio for railroad payments has dropped from 28 to 22 percent. The 
proposed changes in the benefit rate schedule would reduce the difference betweer 
the railroad and State ratios but would not eliminate it. 


Nhort-serviees em ployees 

State laws are particularly advantageous to workers with less than full employ 
ment in the base period. This is because most State laws based the weekly 
benefit amount on a fraction of the high-quarter earnings rather than the tota 
for the vear as does the Railroad Unemployment Insurance Act. Thus, for 
example, an emplovee earning $600 in the base vear might be eligible for benefit 
of $27 a week in Illinois but could at the present time receive only $11.25 a we 
in railroad benefits. Increasing the benefit rates for the lower earrings brackets as 
proposed will reduce this difference but, again, will not eliminate it completely. 
is offset to some extent, of course, for total possible benefits in a year, by the 
uniform maximum duration of 26 weeks under the Railroad Unemployment 
Insurance Act as compared with a variable maximum related to base-vear 
earnings under most, but not all, State laws. 


Improvement in Slate laws 

At the time of the 1946 amendments to the Railroad Unemployment Insurance 
Act only a few of the States paid benefits as high as $25 a week, our presen! 
maximum. Since that time, however, improvements have been made in almost 
all of the State laws. In 1951 alone the benefit provisions of more than half the 
States were changed. At the present time the maximum weekly benefit amount 
is as large as or larger than the $25 maximum for railroad employees in 35 States 
Fighty-three percent of the workers covered by State unemployment compen- 
sation laws live in these Statcs. In 22 of these States, where 65. percent of the 
covered workers live, the maximum per week is over $25. It is $30 per week it 
New York, North Carolina, Pennsylvania, Washington, and Wisconsin. States 
which pay dependents’ allowances go even higher: $48 in Alaska, $37 in Nevada 
$36 in Connecticut, and $35 in Michigan, while in Massachusetts it is possible for 
the unemploved worker in with dependents to receive as much as his average 
wages were before he became unemploved. 





RAILROAD UNEMPLOYMENT INSURANCE ACT 125 


In 16 States with 60 percent of the covered workers, the maximum amount 
pay able for a vear exceeds the maximum for unemployment under the Railroad 
Unemployment Insurance Act. 

I am attaching as an appendix a more detailed comparison of railroad and 
State unemployment benefit provisions which shows something about other 
provisions as well as more specific information about the ones I have mentioned. 

The maximum payment under three of the laws of the four States which pay 
sickness benefits is higher than ours and in the fourth State it is the same as 
under our law. In one State, California, hospital benefits are paid in addition 
to sickness benefits. Incidentally, these States though few in number. contain 
a fourth of the employees covered by State unemployment compensation laws. 
increase tn hy ne fils from ti 

I have referred earlier to table | which shows the effect of the proposed benefit 
rates on the benefits per re gistration period for each con pensation range. From 
this table it can be seen, first, that benefits will no longer be paid to employees 
with less than $300 earnings in the base year, second, that for a large part of the 
range, from $750 to $2,999 base-vear earnings, the increase amounts to $1.50 
per compensable day, and third, the increase is smaller for earnings under $750 and 
larger for earnings of 83,000 and more. From this information and the detailed 
records of benefit payments maintained by the Board it is possible to determine 
accurately the additional amount of benefits that will be paid if the bill under 
discussion is enacted. 

In our payment records we have, of course, information about the base-vear 








earnings of the beneficiaries, the number of davs for which they received benefits, 
and the amount they received. Using this information, we were able to construct 
table 8, which shows that for 1950 the proposal would have increased unem- 
ployment benefits by $8,452,000 and sickness benefits by 810,917,000. This is 
equivalent to an increase of 35.6 percent for unemployment and 41.2 percent for 
sickness benefits, or an over-all increase of 38.6 percent The increase for ma- 


ternity benefits would be somewhere between the figure for unen ployment and 
that for sickness. Maternitv benefits are of little importan¢ costs, so for 


convenience the fig ire of 4] 2 has bee! applied tO mater t a Ve As sickness 
payvu ts 
RATIO OF BENEFITS TO TAXABLE PAYR¢ 

Cost of the present progran Althoug! t Vas expected rig i that a 3 
percent contribution rate would be needed t support railroad unemplovment 
insurance system, the cost Of unemplovinent Dbenenits is not bee that i! 
any of the 12 completed vears for which these benefit ‘ been paid here 
has been only 1 vear in which the total cost of the progra ling ess 
benefits has beet above o percent his was 1940-50 \! ia ! Ula ‘ oina- 
tion of circumstances caused unemplovment payments to be ‘ than twice as 
large as In anv other vear . 

For the 12-vear period ended June 30, 1951, the total ame paid for unem- 
ployment was 0.7 percent (seven-tenths of b percent the total pa 

hich contributions were collected For the la ! vears, sickness efits 
Amount 1 to 0.6 percent of tiie taxable payroll All ul 0.2 per nt for admin- 
strative cost, it would not be unreasonable to ex; that tlhe te yt 
of the present law would be no more than 1.5 percent taxal pavrolls It 
mav not be more than this, but to be on the conservatiys sich Vt a assumed 
a long-term cost of 2 percent of which 1.8 percent is 1 <t of benefits Chis 
s somewhat higher than the cost rate for the last five completed fiscal vears, 
years which included the postwar readjustment and the 1949 recessiot Actually, 


he cost of administration has also been much less than 0.2 percent of taxable 


payroll, running nearer 0.1 in most vears, so this allowance is also a conservative 


me, 

Cost of the proposed program.—The percentage increase computed for 1950-51 
represents what can be expected in other vears as far as the a iditional cost of 
the proposal is concerned. There may be a slight tendency for costs to 1 as 
Wage rates increase, but it should be no more than slight We have allowed 
for it by using for a long-range cost projection an inerease of 40 percent as com- 
pared with the over-all increase of 38.6 percent for 1950 51 

There is no reason why the bill should increase administrative costs, so tl 


0.2 percent of taxable pavroll can be retained without change as a long-range 


allowance for administratior For the long-range cost of benefits under the 
present bill we have allowed 1.8 percent of taxable payroll Increasing this by 
10 percent will be ample allowance for the increase in be fits fr the proposed 


966 52—Sh2 au 
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new rates. This gives a new benefit cost figure of 2.5 percent of taxable payro 
With the allowance for administrative expenses, we arrive in this manner at 4 
long-range cost of 2.7 percent for the proposed benefit rates, well under the max 
mum rate specified in the contribution schedule of the present law. I beliey, 
this to be a very conservative estimate since we have increased, for the presey | 
law, the cost of benefits from the rate of 1.3 percent based on our past experi 
ence to 1.8 percent and have allowed 0.2 percent instead of 0.1 percent for admi) 
istration. I believe we will find the cost of the proposed bill will actually by 
less than 2.7 percent. ; 

Future changes in contribution rates.—There remains the question of how soo: 
the contribution rate will rise from the present minimum level and how high 
may rise This cannot be predicted, but it can be computed on the basis of 
what we believe to be reasonably conservative assumptions. Other reasonabk 
assumptions, sone of which might be as good as the ones we have chosen. woul 
yield somewhat different results as to when the rates would change, but shou! 
not differ substantially as to long-range cost Such assumptions are necessar: 
to get vear-by-vear figures. The net result of them in terms of long-range co-t 
is about the same as the figures based on experience that I have just given. 

We have assumed, for this calculation, conditions that are basically prosperou 
but affected by business cycles. Benefits would be low in over half of the vears 
but would approach the $100 million mark under the present formula in 1953-54 
and 1957-58. Starting in 1959-60 a more serious recession lasting 3 vears 
assumed. The highest amount reached for one of these 3 vears is $143.5 millior 
under the present formula (abont the amount paid in 1949-50. In the othe: 
two vears of this depression, benefits under the present formula would amount t 
about $100 million a vear. With these conditions, the contribution rate would 
reach a maximum in the 3-year depression of 215 percent under the present 
formula and a maximum of 3 percent under the proposed schedule of benefit rates 
However, after the depression, the balance in the account would rise and th: 
contribution rates decrease accordingly. Under the present benefit fermula. a 
co itribution rate of around 2 percent could be expected, while under the proposed 
schedule the contribution rate would be more likely to be 2.5 percent. I hav: 
inserted at this point a table showing the dates on which the contribution rates 
would change under these assumptions: 





Contributi 


rate 


Per e? 
Jar 
Jan 
Jan. 





1 The intermediate rates between 1.0 and 2.0 px 


because the drop in the account balance will requi 


You understand, of course, that these dates are not predictions. They 

the result of mathematical computations using reasonable assumptions. “Als 
we believe it would not be proper in cost calculations of this type to base a pro- 
jection on the worst conditions imaginable, such as a repetition of the depressio: 
of the 1930’s. Maintaining benefit rates at an inadequate level in order to safe- 
guard against financial difficulty in an emergency of that type would defeat the 
purposes of the unemployment benefit programs and, by so doing, limit their 
usefulness as a protection against the occurrence of such a depression. 


SOUNDNESS OF THE RAILROAD UNEMPLOYMENT INSURANCE ACT FINANCING 


From the projection I have just described and our long-term cost estimate of 
2.7 percent of taxable payroll for the proposed schedule, we conclude that the 
present financing of the Railrozd Unemployment Iasurance Act is entirely ade- 
quate to handle the proposed change. The financing of the Railroad Unemploy- 
ment Insurence Act has always been on a more conservative basis than that of 
State acts. The full 2-percent rate was maintained until 1948, while some States 
began to reduce their contribution rates under experience rating plans as far 
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back as 1941. As a result, the railroad system is now in a much stronger position 
than almost any State system. 

A common measure of financial strength is the ratio of available reserves to 
axable payroll. Table 10 shows that the balance in the railroad unemployment 
nsurance account on June 30, 1951, amounted to 16 percent of the taxable payroll 
for the year, twice as large as the ratio of 8 percent, as of that date, for the State 
programs asa whole. Of course, some States have better ratios than the average. 
ind others are much worse, but even the States with the strongest reserves 

entucky, New Jersey, Mississippi, Montana, an ! i 

13 pereent as compared with the 16 percent fi 
Insurance Act. 

Another indication of the relative strength of 
balance in the account on June 30. 1951. was 
benefits for 7 vears like 1949-50 and more thes 
aiv further contributions. Even ineluding sik 
pav benefits for nearly 15 vears like 1950-51. 
reserves at that time were sufficient to pay benefit 
ess than 4 vears, and at the fiscal 1951 an 

In terms of another frequently used ! 

ad system could pay unemployment ber t= for a vear at the maximum dura- 

and the 1950-51 benefit rate to IS percen 7 workers than the average 
ber emploved in the vear The States, on the ot hand, could pay maxi- 


ratios of only 12 


im benefits at fiseal 1951 rates to fewer har alf th average number 


ploved 
RAILROADS ARE BETTER OFF UNDER 


Because of the more conservative 
Unemployment Insurance Act, it wa 
rate under the sliding scale adopted at 
State laws, including the 0.3 percent 
1.6 to 1.9 percent. The figures in tab! 
30, 1951, the railroads saved S388 millio 
what they would have paid at a 3-percen 
the savings, even allowing for the effeet 
will have totaled close to $1.5 billior 
paid under the average State rates, at 
State laws, the railroads saved SIS7 
and bv the end of fiscal vear 1960 
lt is true, of course, that as of t! 
hat more in une nployment 
paid the average State rate 
wil disappear In another 
nate that the railrcads will 
mnillion under the amount 
State rate for the entire 


WwW 


[ have stated that the majorit. 
~ both reasonable and proper 
ntroduced in the Fic} tv-first at 
farther in their effect on State unen 
posed employment security amendment 
ent of weekly earnings for bene 
earnings for beneficiaries with thr 
naximum pavinent of $42 a weel 
mpensation Act bill recer 
‘areas by 50 percent, wit! 
} oO depet dents 
In Michican, for ex 
ts to S40.50 per Week 
maximum of $37.50 per 
ard to this defense unemploy 


Most State benefits are plains 
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The inereases in railroad unemployment benefits are urgently needed, and they 
can be paid with no change in the financing provisions of the Railroad Unemploy- 
ment Insurance Act. To me, gentlemen, this bill is must legislation for t} 
session of Congress and should be enacted at the earliest possible date. 


TABLE |.—Benefits for unemployment and sickness (excluding maternity) under th 
present Railroad Unemployment Insurance Act and under the proposed scheduli 


Present act Proposed schedule 


Benefits for 14-day 

ai ee registration period 
Base-year earnings Daily aroma 
benefit benefit 

i . . os nents ro a oe 

rate First Subse tor weas rate First ubse 

period | auent riod | auent 

_ periods peri periods 


senefits for 14-day 
registration period 
\ i- 
om Daily 
benefit 


$150 to $199.99 
$200 to $471.99 
$300 to $474.99 
$475 to $749.99 2. 2: 7? 29 50) 9 5 
$750 to $999.99 25) 325 
$1,000 to $1,209.99 OO 300 
$1,300 to $1,599.99 

$1,600 to $1,999.99 

$2,000 to $2,499.99 

$2,500 to $2,999.99 

$5,000 To 34,490.09 

$5,500 or more 


$17.50 | $227 


00 0 


Note.—The benefit year begins July 1 and the base year is the preceding calendar year 


Source: Railroad Retirement Board, Office of Director of Research, Feb. 16, 1952 


TARLE 2. Une mplo yment beneficiaries and selected data, by benefit year 


e per benefici 


Benefit ve 


runt 
nenhts 


13% 40 

Iv40-41 

1941-42 7 
1442-48 », HOO 
1043-44 7M 
1944-4 5. 800 
1045 
1046-47 
1047-45 
1G4s 


sO) 


104-5 
1950-51 


1 Less than 0.5. 


Source: Railroad Ketirement Board, Office of Dir 
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TaBLE 3.—Sickness and maternity beneficiaries and selected data by benefit year 


Beneficiar- Average per beneficiary Benefit ex- 

Beneti- ies per 100 haustions 
Benefit year ciaries qualified per 100 
employees Daily Amount of benefi- 
rate benefits claries 


Sickness benefits 
1947-48 (gross) 
1948-49 (gross) 
1948-49 (net) 
1949-450 (net 
1950-51 (net 

Maternity benefits 
1047-48 
1948-49 
1949-50 
1950-41 


Norte Net figures ar vijusted for re 
‘ 


or injuries 


Source: Railroad Retirement Board, Offic 


TARLI 4. State and railroad inmemptoy D) 4 Ve to ¢ nings 


Railroad Unemployment Insu 
vi 


Benefit ve tr end Benefits 

ing June 30 per week Ave 

of total earnings 

inemploy per week 
Int 


1940 
1941 
1042 
M45 
144 
1445 
1416 
1947 
1948 
I94Y 
19M) 
1951 


! Source: Handbook of Unemploym« 

? Includes earnings not taxable, railroad 
year including the second half of the be 

3 Based on data for 11 month 


Source: U.S. Railroad Retirement t 
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TABLE 6.—I[ nemployment be nefits: Number of beneficiaries by daily benefit rate. in 
each benefit year July 1939-J une 1941! 


1940-41, 

jamend- | 1941- | 1942- 1943- 1944 ) 1045 1046 1947 
ed act 42 43 4 15 ' 4 $s 
only 


Daily 
benefit 
rate 


. 124.74, 812 15 5, 839/162, 797 203, 553/105, 00/277, 610/470. 400.149 


726) 4,640 : @3' 1,5 5 661; 3,400 3, 47 fi, 280 
. 975 21,908 3 ; 636) 10,620) 21,672) 19,600 20.560 32. 509 
167,16, 175 33 487) 10,934) 19.9908 18 200 18.940 30. OnD 
$36 10,236 16,652) 15,100) 17,230 23. 840 

S78) 14,902) 21,002) 17,100 19, 21 

551. 18,780) 27.584 18.700 18. 860 

O58) OF. SOF 44, 875) 27.300. 31.8% 

oS 172) 31,800) 51.000 


20,937) 44,700) 96, 400 


Figures for the first benefit year (on a revised basis) are shown 
‘ar comnpensation intervals provided in the original act, and tte 

what from base-year compensation intervals s ibsequently est “pend 

1] include only beneficiaries who received paymen under the act as amendod in Nov 

for 1947-48 are shown to the nearest 100 and have not been revised to include R vis 
inemployed in that year to whom benefits were paid during the follo 


Source: Railroad Retirement Board, Office of Director of Res 
TABLE 7.—Sickness and maternity benefils: Numb 


rate, henefit years 19 


Sickness 


Daily benefit rate 


Source: U.S. Railroad Retirement Board, 


‘ect of bill on hene 


Unemploymen 


Under 
proposed 
provi 


ion 


Total $23, $32, 171, 200) 


S150 to $209 1, 092, 200 
WO to $474 1, 220), 600 1, 830, G00 
175 to $749 2, 024, 700 >. 149, 500 
0 to $999 1, 928, 600 *, O85, S00 
1,000 to $1,200 2,116,000) 3, 174, 000 
100 to $1,500 2, 38,400 = 3, 385, 400 
600 to $1,999 +, 409, 000 4, O87, 400 
2,000 to $2,499 S831, 1000 5, 108, 100 
2.500 to $2.999 5 248,600 4, 223, 200 
000 to $8,499 1,905,000 2, 667, 000 
SO) or more 574, 600 8OH1, GOO 

"= 
Che amount*paidttolindividuals with b 

! 


ffset armounts*payable to annu 
duction was made. 

NOTE Figures may not dd to totals SI 
Source. U. 8. Railroad Retirement Board 
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TaBLE 9.—Railroad Unemployment Insurance Act: Taxable payroll, benefits, and 
benefits as a percent of tarable payroll 


Benefits (thousand Percent benefits of payroll 
Benefit year ended rate . : , 
June 30 payro é 
millions F Unemploy- 


ment 


Sickness “ Sickne 
. P Lf m- 
(ineluding | Total |) Sanaa (ineludir 
Jloyment 
maternit p10} **| maternity 


$46, 70 $442, 2 $320, 282 $11 70 


14, 410 


17, 699 


olls for 4 years 1947 


Railroad Retirement Board, Office of Director of Resea 
State and railroad unemployment programs: Selected financial data 


jloyment com- 
n laws 


oa 


li 


unem ploy- 
t 


men Taxah 


1640 

1941 

1942 

1045 

1944 

1945 

194 

1947 

1948 

1949 

190%) 

1951 - 
1 Source: Handbook of Unemployment Insurance Finan 
? Based on uner yment insurance contributions collected 
3 Less than 0.05 percent. 


4 Year ended June 30, 1951. 


Source: U.S. Railroad Retirement Board, Office of Director 
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TaBLeE 11.—Railroad Unemployment Insurance Act: Taxable payroll and contribu- 
tions, actual and estimated under various assumptions, by year 


_ Contributions if covered un 
= ( ontribut ons i ior u i 1 
raxable en laws 
payroll on 
> which con- 
Ye “di J » 30 
Year ended June tritations 
were col- 
lected 


Estimated Average Setin 
Spercent taxable pay- en 
rate roll wit! tribution om ribu- 

$3,000 limit rate ! tions 


State con- 


Thousands Tho Milli Percent Thousands 
$1, O14, 647 S40, 498 


$9, 177 
fis, 183 
S4. eh 
102. 670 


121 142 


Average of rates for the 2 ca 
calendar year 1939 and 1940 ra 

2 Contributions were collected at the 

collected was treated as advance paym 


Source: U.S. Railroad Retirement Boar 


APPENDIX 


*YMENT COME NSATION LAWS 


PROVISIONS OF STATE UNEMPL« 
)F JANUARY 


NOTES ON BENEFIT 
OYMENT INSURAN( 


AS COMPARED WITH RAILROAD UNEMPI 
1952 


Qualifying wages in base period 

Nineteen States have a flat dollar minimum, sometir tated in a paragraph 
on qualification for benefits and sometimes shown in a schedule giving amounts of 
base-vear earnings necessary for various weekly benefit am: 

Twenty-seven States require earnings equal to some multiple of weekly benefit 


amount. 
Five States require a certain period of employment 
The following 15 States require no more base-peri: 

under the Railroad Unemployment Insurance Act: 


j arr 
M4 Ca 


ut 
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States requiring more than $150 but less than $300 in base-period earnin.. 
number 21. In 10 States the requirement is $300. In five States, more tha: 
$300 is required. These are as follows: Utah, $368; Illinois and Oregon, $40) 
Massachusetts, $500; and Washington, $600. 


Waiting period 

In 42 States the waiting-period requirement is satisfied bv 1 week of either tots 
or partial unemployment. In four States 1 week of total unemployment js 
required. One State requires 2 weeks of total or partial unemployment, w1 
one State requires 2 weeks of total unemployment. There are three States whe: 
no waiting period is required, Maryland, Nevada, and North Carolina, 


Mazimum weekly benefits 

Maximum weekly benefits, including dependents’ benefits in those States pr 
viding such benefits, equal or exceed the Railroad Unemployment Insurance Act 
weekly maximum of $25 in the following 35 States: 





Average 
Maximum number of 
Maximum number of covered 
weekly benefits weeks of workers in 
benefits 1950 
(thousands 


1 $30, 00-45 


Alaska 
20. 00 


Arizona 
California 
Connecticut 
Delaware 
Hawaii 

Idaho 

Illinois 
Indiana 

lowa 

Kansas 
Lovisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota. 
Missouri 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Oregon 
Pennsylvania 
Rhode Island 
Utah. ... 
Vermont 
Washington 
West Virginia 
Wisconsin 
Wyoming 


24.00 


! Includes dependents’ allowance, 
2 As of Apr. 1, 1952, 
3 $25 or more, up to amount of average weekly wage, for beneficiaries with dependents, 


Covered employment in these States in 1950 totaled 27,163,000, or 83 percent 
of all workers protected by State unemployment-compensation laws. In 13 of 
these 35 States, maximum weekly benefit amount is $25, the same as the Railroad 
Unemployment Insurance Act maximum. In the other 22 States, the maximum 
is higher, ranging from $26 in Arizona, Iowa, and New Jersey to $48 in Alaska 
The 22 States with higher maximum benefit amounts had 21,309,000 covered 
workers in 1950, or 65 percent of the national total. 

Only Alaska, with dependents’ allowances, has a higher specified maximum than 
the $37.50 figure proposed for the Railroad Unemployment Insurance Act 
However, Nevada has a maximum of $37; Connecticut, a maximum of $36 
Michigan, a maximum of $35; and Ohio and Marvland, a maximum of $33. In 
all of these five States dependents’ allowances are paid. In Massachusetts the 
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upper limit for a worker with dependents is his average weekly wage in the base 
period. In all, 13 States have a definite weekly maximum of $30 or more, and 
in 6 of these the basic maximum, without dependents’ allowances, is $30. 
Minimum weekly benefits 

In 30 States the minimum weekly benefit amount, including dependents’ allow- 
ances, is less than the present $8.75 weekly minimum under the Railroad Unem- 
ployment Insvrance Act. In 20 States the minimum is more than $8.75 but less 
than the $15 proposed in the suggested amendments. One State, Oregon, has a 
minimum of $15—for workers with base-period earnings of at least $400. 
Varimum duration of benefits 

Under the Railroad Unemployment Insurance Act, there is a uniform maximum 
of 26 weeks for all beneficiaries, but the most usual State provision varies duration 
with the amount of the beneficiary’s base-period earnings, or the length of his 
employment. Distribution of States by maximum number of weeks is as follows: 


Number of States 
Number of States with uniform duration 


Maximum total benefits payable in year 


Maximum total benefits equal to, or greater than, the $650 provided under the 
Railroad Unemployment Insurance Act are available under the laws of the fol- 
lowing 21 States: 


Average Average 
number of number of 
covered . Pos covered 
workers . or: its workers 
in 1950 — in 1950 
thousands) (thousands) 


Maximum 
total benefits 
for year 


Alaska $750-$1, 200 A rse} $7 1. 204 
California OO 5 ev "or + 200 
Connecticut 124-436 : 

Delaware 650 

idaho --- o50 

illinois 7 
Maryland i) Ss 
Mussachusetts 57 
Michigan 

Nevada 

New Hampshire 


s 


Includes dependents’ allo 

As of Apr. 1, 1952 

$575 and up to 23 times augmented week], 
worker with dependents 


These States had 22,848,000 covered workers in 1950, or 69 percent of the 
national total. There are 16 States, with 19,581,000 covered workers (60 percent 
of the total) where maximum total benefits exceed the $650 payable under the 
present Railroad Unemployment Insurance Act. These include 6 States which 
pay dependents’ allowances, among them Massachusetts where maximum benefits 
are 23 times the augmented weekly benefit, which may equal the average weekly 
wage of a beneficiary with dependents 

Benefits equaling or exceeding the $9.75 proposed i amendments are paid 
only in Alaska, with dependents’ allowances 

The lowest maximum total amount of benefits is payable in Arizona—S240 
without dependents’ allowances and $312 with such alle 
Vinimum total be nefits pa jable in yea 

Minimum total benefits payable in a vear range from 330 in 
New York. The latter State has a uniform maximum d 
ficiaries, and is the only one in which total benefits at 
exceed the $227.50 payable under the Railroad Une 
the present minimum $1.75 daily benefit rate 
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STATEMENT OF FRANK C, Squiré, MemBerR RaAILRoAD RETIREMENT BoarRpbD on 
H. R. 6525 Berore tHe House ComMirrEeE ON INTERSTATE AND FOREIGN 
COMMERCE 


Mr. Chairman and members of the committee, my name is Frank C. Squire 
I am a member of the Railroad Retirement Board—the “carrier member.”’ 

I cannot agree with the two other members of our Board in their support of the 
bill. 

It seems to me too discriminatory against the railroads as compared with their 
competitors in the transportation industry and as compared with all nontranspor- 
tation industry, to make the railroads pay as they do under the present Act for 
sickness benefits, which is not required by State laws, and then on top of that to 
raise the benefit rates for unemployment, sickness, and maternity, as is proposed 
in H. R. 6525, to a level substantially above the State laws. 

The unique provision in the railroad law of sickness benefits, at the entire 
expense of the railroads, in itself makes the present Railroad Unemployment 
Insurance Act about 55 percent more liberal than the State laws, none of whict 
require the payment of sickness benefits by the emplover. 


UNEMPLOYMENT BRENEFITS HAVE INCREASED MORE THAN WAGES AND COST OF 
LIVING SINCE 1938 


Disregarding now the special additional sickness and maternity benefits already 
provided by the Railroad Unemployment Insurance Act, and considering only the 
unemployment benefits of the present act. First, consider how those unemploy- 
ment benefits have been increased since the original 19388 act. About 1936 the 
States passed or put into effect unemployment compensation laws which included 
railroad employees. Two vears later, in 1938, effective July 1, 1939, railroad em- 
ployees were taken out from under the State unemployment laws and covered by 
a special law by enactment of the original Railroad Unemployment Insurance Act 
in 1938. Let’s look at the increases in benefits since that time. Railroad bene- 
fictaries who became unemployed in the fiscal vear 1951 were paid $23,719,000, 
excluding sickness and maternity benefits. A study made by members of our staff 
at my request indicates that with the wages in effect in 1938 and under the pro- 
visions of the original 19388 Railroad Unemployment Insurance Act the benefici- 
aries of the fiscal vear 1951 would have received approximately $9,800,000. This 
indicates that the automatic effect of changes in wage rates and the changes in 
the benefit rates and other liberalizations that have taken place in the Railroad 
Unemployment Insurance Act from the time of the original 1938 act to the law 
now in effect, have increased benefits, based on the pattern of unemployment in 
the fiscal vear 1951, by about 142 percent. As compared with that increase, full- 
time weekly or monthly wages have increased about 120 percent and cost of living 
as measured by the Consumers’ Price Index has increased about 89 percent, 


AVERAGE RAILROAD UNEMPLOYMENT BENEFITS, ADJUSTED TO SAME PROPORTION 
OF TO? BRACKET BENEFICIARIES AS THE STATE AVERAGES, EXCEED THE STATE 
AVERAGE BENEFITS 


Still disregarding the additional sickness and maternity benefits already pro- 
vided by the Railroad Unemployment Insurance Act, let us see how the unem- 
ployment benefits provided by the railroad law compare with the unemployment 
benefits provided by the State laws. A common comparison, because sitnple and 
readily available, is between the average of weekly benefits paid all groups of 
beneficiaries under the State laws and the average for all groups of beneficiaries 
under the railroad law. For example, under State laws the average weekly bene- 
fit for total unemployment for the calendar year 1950 was $20.76 (table 18, 
“Statistical supplement, labor market and employment security, April 1951"), 
whereas under the railroad law the average for total unemployment, excluding 
sickness, for the fiscal vear 1951 was $17.38. The comparison of $20.76 with 
$17.38 would seem to indicate that the railroad schedule of benefits is lower than 
the average of the State schedules. However, such a conclusion would be un- 
warranted. It is a well-known principle of statistics that conclusions based on 
mere “averages’’ must be reached with caution. The trouble here is that these 
two averages are not based on the same proportions of low and high earners. An 
ilfustration is the variation from vear to year of the average weekly payments 
under the Railroad Unemployment Insurance Act. 
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I have prepared the following table to show further how varving proportions 
of beneficiaries in the highest earning bracket affect the weighted average weekly 
ates, and also to give a rough idea of what the average railroad unemployment 
weekly benefits would be if based on as high a proportion of beneficiaries in the 
top bracket as occurs in the State systems. 


Railroad 
Unemployment, fiscal yeu 
1v4s 
1940 
1050 
1y51 
Sickness, fiscal year 
1048 
1449 
1050 
1951 
States 
Unemployment 
1¥4s 
1044 
1950 
1951 


Sources: The weekly rates for railroad total unemployment are from Bureau of Research of Rail 
Retirement Board. The weekly rates for railroad t Kness are calenlated from statistics in Aug 
Monthly Reviews. The percentages and weekly rates for 1948, 1949, and 1950 for the States are from table 1 
“Statistical supplement, labor market and employment security, April 1951.” 


Now referring to the table, you will note that the w klv railroad sickness 


benefits in lines 5 to S are S4 to S6 higher than > weekly railroad unemployment 


rates 

in the law. The $4 to S86 difference j ie entirel areer 01 s of tl 
sickness beneficiaries being in the higher earning and benefi ‘ack You 
note that the average unemploymen benefits shown in | 1 Which avers 
$18.50) are based on only 23 to 45 percent (average : ETCO] f the benreficiar 
being in the highest bracket. other hand, th ; ! : show: 
lines 5 to 8 (average $23.40) are bas larger pro ; 
the highest bracket, namely 59 to percent oO 
Now looking at lines 9 to 12 which gin he averace fi 


benefits in lines 1 to 4. Both come from the { rach l i dailv benefi 


will 


‘ 


unemplovment benefits, vou will note thai 54 to 60 percent 
maxin win he nefit Tate, Now f the pe eri of line tiple i" 

were the same as under the Siaie systems, so that the sam 

60 percent) were in the highest bracket, it would appear tha 

would be about $22 per week, or somewhat in excess of the 

lines 9 to 12. It seems to me that this adjustment, which of cour 
made with exactitude, indicates that the resent railroad benefi 


probably somewhat higher than the average of the State formulas 


COMPARISON WITH STATE MINIMUM AND MAXIMUM 


A comparison with average minimum and maximum provisions of the State 
laws is something that can readily be made and is of interest. Of the information 
available for the States, the provisions of State laws including any legislative 
changes made up to December 1, 1951, even if not effective until later, as tabulated 
on pages 13, 14, and 15 of the Social Security Bulletin of December 1951, appear 
to be the most readily usable. Averages with respect to the more important 
provisions of those State laws (including those of the District of Columbia, 
Alaska, and Hawaii) are compared in the table below with corresponding provisions 
of the present Railroad Unemployment Insurance Act and with the provisions 
proposed in H. R. 6525. Allowances for dependents are omitted from the fol- 
lowing table because only 11 States have such provisions and because the amounts 
they pay for dependents constitute only about 1 percent of the total paid by all 
States for unemployment. 
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States 
ae eee 
Provision present 
Simple Weighted law 
average average ! 


Minimum weekly benefit for total unemployment $7. 26 $8. 58 
Maximum weekly benefit for total unemployment 24. 26. 45 
Maximum total! benefits payable in benefit vear AQ. § 647.00 


Maximum weeks of total unemployment payable : 24 


t Weighted averages were obtained by weighting according to number of beneficiaries in the calendar y« 
950. 


LIMITATION ON MAXIMUM BENEFITS IN STATE LAWS NOT CONTAINED IN THI 
RAILROAD LAW AND WHICH DISPARITY WOULD BE INCREASED BY H. R. 6525 


In most States the maximum amount of benefits, in addition to being restricted 
to a certain number of weeks, is further limited to a certain maximum proportion 
of the base-year earnings. The most: general limitation is that total benefits 
shall not exceed one-third of the total base-vear earnings. There is no such 
restriction in the Railroad Unemployment Insurance Act. Under the present 
schedule of payments in the Railroad Unemployment Insurance Act, a relatively 
small proportion of beneficiaries (around 10 percent in fiscal year 1951) actually 
receive more than one-third of their base-vear earnings. With the schedule of 
rates proposed by H. R. 6525, however, it would be possible for beneficiaries paid 
at all but the bighest three rates to reesive more than one-third of base-year earnings 
in benefits. At the lower rates in the proposed schedule the benefits are entirely 
out of proportion to the base-year earnings, going up as high as 130 percent of 
the base-vear earnings for an employee with base-vear earnings of $300. The 
following table shows the number of beneficiaries in fiseal year 1951 with base- 
year earnings of $300 to $1,200 wao exhausied benefit rights, the benefits they 
would reccive under the proposed schedule, and the percent these benefits would 
have been of their base-year earnings. 


Number who Proposed maximum benefits 


drew benefits —-——- eneasceasenestaneini yin 
Base-year earnings for 26 weeks, 
fiscal year 

1951 


Percent of 
Amount base-year 
earnings 


$300 to $474... ........ 4 1, 480 $ 130-82 
$475 to $749 . - ; a 1, 620 55 we) 
$750 to $999 pa oe ~ P 1, 480 55 65 
$1,000 to $1,299 1, 460 


NotE.—At least 20 percent of all beneficiaries during fiscal year 1951 would have received more than one- 
third of their base-year earnings if the proposed schedule had been in effect 


OTHER RESPECTS IN WHICH THE PRESENT RAILROAD UNEMPLOYMENT SYSTEM IS 
ALREADY MORE LIBERAL THAN THOSE OF THE STATES 


All State laws prohibit the payment of unemployment benefits to striker 
Radically contrary is the railroad unemployment system under which, in prac- 
tically all cases, strikers are paid unemployment benefits. If the act is to be 
amended, certainly the payment of benefits to strikers should be prohibited the 
same as in all the State laws. 

2. Of the four States that have sickness (temporary disability) laws, three 
of them specifically prohibit payment of benefits for maternity, and while the 
other provides for sickness benefits in maternity cases, it is for a shorter length 
of time than the railroad unemployment insurance law, and is at the expense 
of the employees. In contrast, the Railroad Unemployment Insurance Act pro- 
vides for Nation-wide payment of maternity benefits These average about 

$535 per case, and aggregate about $2,000, 000 per year. About two-thirds of 
the women do not return to work. The entire cost is on the railroads. I have 
never heard any railroad man attempt to justify this maternity provision. If 
the act is to be amended, the maternity provision should be eliminated. It 
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should be remembered that under no State law are even sickness benefits pavable 
at the expense of the emplover. i 

3. Under most State laws the taxpaying employer can under certain conditions 
object in the administrative proceedings and also qbtain court review if he thinks 
that payments of certain unemployment benefits to his emplovees, or former 
employees, by the State agency are contrary to the State law. Under the Rail- 
road Unemployment Insurance Act, the taxpaving railroad emplover does not 
have that right, according to the decision of the Court of Appeals for the Seventh 
Circuit in Railway Express Agency, Inc. v. Kennedy et al. (189 F. (2d) 801 
certiorari denied in 342 United States 830. 

1. Under the railroad law a man who quits a job without good cause, or who 
refuses to accept suitable work is disqualified from receiving unemployment 
benefits for 30 calendar days. All States have related provisions. In some of 
them the disqualification is complete. In a great majority of the others the 
disqualifying period is much longer than 30 days (pp. 11, 12, Statistical Supple- 
ment, Labor Market and Employment Security, April 1951). 

5. All States disqualify for varying lengths of time a man who has been sus- 
pended or discharged for misconduct. The railroad law does not disqualify, but, 
on the other hand, pays unemployment benefits in such a case just the same as 
if the man had been laid off due to lack of work. 

6. Practically all State laws provide that in cases of partial unemployment no 
benefits are payable when the earnings from part-time employment equal or 
exceed the weekly benefit amount. Where they fall below such amount the 
benefit is reduced by the amount of the part-time earnings less an amount varying 
by States but averaging about $3.50, designed to serve as an incentive to a man 
to continue part-time work. For example, a man otherwise entitled to the 
typical State maximum of $25 weekly benefit, who worked | day a week earning 
$13, would be paid an unemployment benefit for that week of $25 reduced by 
earnings of $13 plus the incentive of $3.50 or $15.50. The railroad law is more 
liberal. It pays in 2-week periods, and would pay the above man who worked 
a day each week 10 days less 2 davs worked, or a net of 8 days at $5 (the present 
maximum) per day, or $40 for the 2-week period. That is, $20 per week com- 
pared with the typical State payment of $15.50. As a second example, suppose 
a man worked 2 days a week at $13 a day. Under the typical State law he 
would get no unemployment benefits because his weekly earnings of $26 would 
exceed the State unemployment maximum benefit of $25. Under the railroad 
law, however, if similarly qualified for the top-bracket rate of $5 per day, he 
would get $15 per week (10 possible compensable days in a 2-week period less 
4 days worked leaves 6 actually compensable days at 35). 


The CHatrMan. Dr. Parmelee. 


STATEMENT OF DR. J. H. PARMELEE, VICE PRESIDENT, ASSOCIA- 
TION OF AMERICAN RAILROADS, TRANSPORTATION BUILD- 
ING, WASHINGTON, D. C. 


Dr. Parmecer. Mr. Chairman and gentlemen of the committee 

The CuHarrMan. | understand that you want about 15 minutes? 

Dr. ParMELEE. | have a short statement to make, Mr. Chairman 
and gentlemen of the committee, and my only reason for presenting 
it in full is that I want to comment as I go along on one or two matters 
which have been brought up before the committee in the course of 
previous presentations. 

Mr. Chairman, my name is J. H. Parmelee, a vice president of the 
Association of American Railroads, with headquarters at Washing- 
ton, D. ba | am also director ot the bureau ol raila ay economics, a 
department of that association, which is contimuously engaged im 
compiling statistics of railroad operations and analyzing their sig- 
nificance. 

Mr. Fort and Mr. Souby have already submitted comprehensive 
statements, in which a number of reasos for our opposition to the 
proposed amendments to the Railroad Unemployment Insurance Act 
have been developed. I shall direet your attention to recent and 
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prospective financial trends in the railroad industry, which clearly 
support the belief that no additional burdens should be laid on that 
industry, in view of its importance to national defense and to com- 
merce, and in the light of its present prospects. 

You will agree, | am sure, that any addition to the cost of railroad 
operations is eventually borne by those who use railroad service. 
Railroads have no source of income except the freight rates and pas- 
senger fares which they are authorized to charge rail shippers and 
travelers, who constitute the great mass of your constituents. To 
keep railroad operating costs at the lowest possible levels is, therefore, 
of benefit to the general public as well as to the railroads themselves 

With these introductory remarks, [ shall very briefly consider 
certain past, present, and prospective developments in the traffic 
and earnings of railroads of class I in the United States. 


RAILROAD OPERATING TRENDS 


Essential as the railroads are to agriculture, industry, and com- 
merce, vital as they are to the defense and the daily life of the Nation, 
they are encountering financial difficulties. In fact, railroad net earn- 
ings during the postwar period have been less than those earned during 
the late 1920’s, notwithstanding the fact that the volume of business 
handled since the war has been 40 percent greater than during the late 
1920’s. 

A general review of the inadequacy of railroad earnings over a con- 
siderable period in the past is shown by table I of an exhibit of seven 
statistical tables, which I submit for the record. 

Mr. Chairman, may I request that these tables be inserted in the 
record at the place at which they are mentioned in my statement. 

The CHairman. They may be. 

(Table I above referred to is as follows:) 


», rai- 


TABLE I. Operating revenues, net railway operating income, and net income 
ways of class I in the United States, 1921-450 


Net railway operating 
income 
Total oper- at . __.__| Net incomé 
ating (after 
revenues Rate on charges 
Amount net in- 
vestment ! 


(3) 


Percent | 

.20 | $499, 485, 

76 737, 898, 336 
5 3 3, 930, 53 

51 | 84, 249, 87 

28 499, 765, 137 
34 901, 712, 555 
75 873, 478, 02 

73 667, 188, 402 
77 | 450, 433, 645 
ov 678, 515, 553 
75 287, 138, 

41 478, 874, 

24 | 698, 056, 643 
SO 438, 157, 

23 783, 572, 

bl 537, 159, G&3 


1921-25 3...... , geeeu ' $5,881,855,432 | $883, 598, 735 


1926-30 ?.___ : - < ._ 6, 088, 338, 548 1, 114, 903, 25 
1931-35 2____ . 426, 800, 707 457, 7: 
1936-40 2... O15, 179, 679 5S0, : 

1941 __ 346, 699, OF 998, 255, 
1942 465, 822, 849 (1, 484, 519, 296 
1943... 054, , oS , a5, 7 

1944 436, 789, , 106, 327, 
1945 902, 248, 339 852, 
1941-45 2 041, 257, , 160, 208 
146 627, 650, 517 620, 120, 
1947 684, GIS, 25: 780, 66 
1948 7 , 002, 

1449 686, 487 
1950. __- , 039, 7 
1946-" 825, 803, 62 


FPANAFLOON AS 


P 
on 


s 
Oem eNO eI Oe Ne ee 


[ 





1 After accrued depreciation and amortization, 
2 Average. 
4 Deficit. 


Source: Reports of Interstate Commerce Commission. 
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Dr. Parmever. Table I shows for 5-year periods from 1921 to 1940, 
and for each year from 1941 to 1950, total operating revenues, some- 
times termed ‘“‘gross revenues’; net railway operating income, which 
is what is left of gross revenue after payment of operating expenses, 
taxes, and operating rents, but before interest and other charges: 
rate of return on net investment, which is the percentage of ratio of 
net railway operating income to net mvestment:; and net mecome. 
Net income is after interest and other fixed and contingent charges, 
and is what is available for improvements, sinking-fund charges, 
debt reduction, and dividends. 

Over the entire 30-vear period, 1921-50, the railroads earned a 
return on net investment averaging as much as 6 percent in only 1 
vear, and that was the war vear 1942, 

Column 3 of table | shows an average rate of return of 4.20 percent 
for the years 1921-25, and 4.76 percent for the 1926-30 period. Very 
low returns were earned from 1931 to 1940. Even in the war period, 
1941-45, there was only moderate improvement over the 1920's, the 
return averaging slightly below 5 percent, the exact figure being 4.99 
percent. That average dropped sharply in the postwar period 1946 
50, to only 3.51 percent per vear. It increased to 4.23 percent in 
1950, but—as | will show in a moment — again declined to 3.70 percent 
for 1951, and seems likely to decline again in 1952, unless the railroads 
obtain certain freight-rate increases they are now seeking. 


RAILROAD FREIGHT AND PASSENGER TRAFFIC 


Table Il shows the volume of railroad traffic handled during the 


vears 1921-50, expressed in terms of the number of tons carried | 
mile and the number of passengers carried 1 mile. 
(Table I] above referred to is as follows:) 


Taste II Railroad freight and passenger traffic, rail 
United States, 1921-50 


Revenue 


ton-n 


i-miles 
thousands 


1921-25 372, 216, 471 36, 556, OF 1945 17, 22 
1926.50 i 57 Zi, ; 1041-45 51, 675, 71, 618, 93 
1931-35 268, 634, 50: 342, 971 144) 591, GR2, 472 4, 673, 453 
1936-40 , 328, 415 23, 023, 767 1947 “ 4, 728, 5, 920, 576 
194) 7 29, 350, 22 1948 437, 916, 74: 41, 179, 040 
1942 ® 37, 53, 658, 615 1u4y 526, 500, 36 35, 004, 501 
19438 727 7 1VaO ' SSS, 577, 756 31, 760, 001 
1944 737 1046-50 599, V41, 127 43, 725, 514 


1 Average. 


Source: Reports of Interstate Commerce Commission. 


Dr. Parmecer. Although the postwar volume of railroad freight 
traffic has rua materially below the record-breaking high levels 
attained during the war, it has been much greater than the volume of 
previous peacetime years. The postwar freight volume of 1946-50 
averaged just short of 600 billion ton-miles per year. The best pre- 
vious peacetime record was that of the 1926-30 period, when ton- 
miles averaged 427 billion per year; and I might add just to bring that 


96652—-52——10 
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contrast out still further, that in 1939, the year the Second World 
War broke out in Europe, the volume of ton-miles on the railroads of 
the United States was 333 billion ton-miles. Last year, in 1951, it 
was 646.6 billion ton-miles; almost twice what it was in 1939. 

Passenger-traffic volumes have also been relatively heavy since the 
war. Revenue passenger-miles handled during the postwar years 
1946-50 averaged 43.7 billion per vear, compared with an annual 
average of 31.7 billion in the 5-vear period 1926-30. 

A high level of business would normally be expected to produce a 
higher rate of return than a lower level. That has not been the case 
for the railroads; on the contrary, the higher current levels are pro- 
dueing almost steadily declining rates of return. 

A low level of railroad net earnings in times of economic depression 
is understandable. However, it is cause for apprehension, when 
business activity is at a high level and the country is enjoying a period 
of economic activity and prosperity, that the current rate of return on 
railroad investment is so low. 

So far I have dealt largely in period averages running back to 1921, 

With this long-term background in mind, I now direct your atten- 
tion to more nearly current trends. 


THE 1951 SITUATION 


Table IL] of my exhibit compares the traffic and earnings lovel of 
1951 with that of 1950. 
(Table III above referred to is as follows:) 


Tasie III.—Traffic and income account, railways of class I in the United States, 
years 1951 and 1950 


Percent in- 
crease, 1951 
Item over 1950 


(1) (: (3) 


Revenue ton-miles (thousands) | -__-_- ' 646, 500, 000 588, 577, 756 
Revenue passenger-miles (thousands) - 2 34, 560, 000 31, 760, 000 
Total operating revenues 390, 672, 580 | $9, 473,093, 128 
Freight | 8, 634, 162, 67% 7, 817, 263, 140 
Passenger 900, 310, 4: 813, 417, 330 
Mail 330, 804, | 374, 046, 203 
Express | 82, 121, 926 S1, 404, 546 
All other 443, 273, 486 | 386, GOL, G09 


Total operating expenses , 041, 223, 177 7, 059, 242, 353 
Operating ratio, percent ‘ 77.39 52 
Total taxes BIEN SS , 203, 238, 466 , 194, 615, 254 
Payroll 28, 133, 671 262, 467, 704 
Federal income 566, S80, 536 601, 185, 627 
Other 350, 224, 259 330, 961, 923 


Equipment and joint facility rents, debtor os $203, 514, 678 $179, 613, 981 


Net railway operating income ‘ $942, 696,259 | $1,039, 621, 540 
Rate on net investment ‘aa ; . d 3.70 423 


Net income ‘ - ‘ ; ' $693, 000, 000 $7853, 572, 488 





| Partially estimated. 
2 Decrease. 


Source: Reports of Interstate Commerce Commission. 
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Dr. Parmevesr. Freight traffic for 1951 was 9.8 percent greater than 
for 1950, and passenger traffic was greater by 8.8 percent. 

Total operating revenues for 1951 amounted to $10.4 billion, the 
largest annual gross revenues in railroad history. However, operating 
expenses also reached an all-time high m 1951, showing an mcrease of 
13.9 percent in 1951, over 1950, compared with ao iicrease of 9.7 per- 
cent in gross revenue. The result was that after paving operating 
expenses and taxes, net railway operating income showed a decrease 
from 1950 to 1951 of $97,000,000, or 9.3 percent, and the rate of 


, 


return dropped from 4.23 to 3.70 percent. 
PROSPECTS FOR 1952 


Turning now to the prospects for 1952, railroad tratiic for 1952 will 
apparently be at about the same level as 1951. 

I might add at this point, Mr. Chairman, that radroad car loadings 
for the first 8 weeks in 1951, the only weeks for which we now have 
statistics, show an increase over the same weeks of 1951 of 0.09 per- 
cent. In other words, the car loadings are running practically even 
with last vear, so far this vear. 

Mr. Heserron. What was that percentage again? 

Dr. Parme cer. Nine one-hundredths of 1 percent, Mr. Heselton. 

The Federal Reserve Board index of industrial production, which is 
compiled monthly by the Federal Reserve Board of the United States 
shows that the production index for the month of January was 218 
compared with 221 in January 1951, the 100 being the average of 
the vears 1935-39. In other words our level of productive activity 
in January was down about 1's percent under January 1951. The 
actual earnings of the railroads in the month of January 1952, which 
is the only month for which we now have statistics, were off about 
15 pereent under January 1951. That is the pet earnings, or net 
railway operating income. 

I mention these statistics to indicate that thus far this veer, the 
prospects for the vear 1952 have not been too encouraging, although, 
of course, no one can speak with precision or with any confidence, 
about what may happen later in the vear. 

Because of certain increases in freight and passenger rates authorized 
by the Interstate Commerce Commission, total operating revenues 
are expected to be greater in 1952 than they were in 1951 by some 
$250,000,000-——again breaking all previous records. Largely because 
of wage increases, total operating expenses will micrease by a some- 
what greater amount than revenues. The result will be another 
decrease in net railway operating income, and in net income after 
charges, and a further decline in the rate of return, from 3.70 percent 
in 1951 to 3.53 percent im 1952. 

I repeat again that these are, of course, estimates for the year 1952 
and are predicated on rather careful studies on the part of railroad 
officials, but with the understanding that they are only estimates and 
may not be borne out in one direction or another by actual develop- 
ments later in the vear. 

The railroads have before the Commission an application for another 
inerease in general freight rates, which, if authorized, would raise 
present levels about seven percent. This application has been heard, 
and the Commission is now considering the matter. Even if the 
whole of the increase should be authorized, and if it could be made 
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fully effective within the next 60 days, it would raise the rate of return 
for 1952 to only about 4% percent, which is what was earned in 1950 

At this point, Mr. Chairman and gentlemen, | would like to refer to 
a statement by Mr. George Harrison before this committee on Monday 
in which he stated that when the Interstate Commerce Commission 
in January 1947, authorized an increase in freight rates, it took into 
consideration at that time the rate of taxation for unemployment 
purposes at 3 percent, which was the rate in effect at that time. 

Mr. Harrison was correct in his statement so far as it went, but he 
should have pursued that matter later than 1947, because we havi 
had further rate cases before the Commission in 1948; again in 1949 
and again in 1951, and in each of those cases the Commission has had 
before it as part of the cost of railroad operations, the tax rate for 
unemployment purposes at one-half of 1 percent, so that the present 
tax rate has been fully considered and taken into aecount by thi 
Commission in all of the rate-increase cases before the Commission 
since 1947. 

That point is rather strikingly brought out by the fact that in 1948, 
when the Commission had a rate increase before it, the decision was 
made on July 27, 1948, about a month after the present sliding seale 
of unemployment tax rates had been put into effect. When the cas 
was submitted to the Commission, the act putting the sliding seal 
of rates into effect had not vet been passed and, of course, could not 
be included in the costs of operation that were then before the Com- 
mission. However, between the time of the rate hearings and the 
time the Commission acted, the act was passed and the Commission 
took judicial notice of that fact as indicated in this quotation from the 
decision of the Commission dated July 27, 1948. in ex parte No. 166 
This is what the Commission said: 


Since the submission 


by submission they meant, of course, the submission of the case to 


the Commission. 

Since the submission, by act of Congress approved June 23, 1948, Publie Law 
744, Eightieth Congress, C608, second session, the rates of payment into the 
fund for purposes of the Railroad Unemployment Insurance Act have been mad 
to varv from a minimum of one-half of 1 percent during a calendar vear, wher 
the balance to the credit of the account as of the close of business on September 
30 of preceding year was $450,000,000 or more, to higher percentage rates as 
such balances range downward to less than $250,000,000. 

The new rates govern payments after December 31, 1947, and compensatior 
payments made by the railroads into the fund prior to the amendment are subject 
to adjustment or refund. Carriers are now accruing their refunds as shown hy 
their monthly returns of operating revenues and expenses filed with us 

Now comes the important part of the Commission’s decision 
indicating that they took into account at that moment these refunds 
and the fact that the tax was then being charged at the rate of one- 
half of 1 percent. 

Continuing the quotation from the Commission: 

We take notice of the enactment of the arnendment to the act stated and that 
the balance in the fund on September 30, 1947, far exceeded $450,000,000, and 
while the determination and proclamation have not vet been made 

That is the proclamation of the effective rate of one-half of 1 
percent— 
these steps are merely ministerial— 


says the Commission— 
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and will result in an adjustment of taxes paid during the present year and hereafter 
payable for an indefinite future period on account of the railroad unemployment 
insurance fund of a large sum. Correspondingly the amounts of taxes deductible 
from income in the calculation of the Federal corporate income taxes of railroads 
will be decreased and the corporate income taxes payable will be increased, but 
in a lesser amount. 

We have evaluated the results in the tables that follow. 

Then follow the tables which the Commission made about the 
cost of railroad operations in 1948, and on which they based their 
decision, 

There could be no clearer indication and proof that the Commission 
since 1947 has at all times taken into account, in adjusting freight 
rates to what it considers to be proper levels, of the present rates of 
tax for unemployment purposes at one-half of 1 percent. 

The remaining tables in my exhibit relate to certain aspects of 
railroad earnings and costs which throw light on the inability of the 
railroads, in a time of almost record-breaking traffic, to earn an 
adequate rate of return. 

Table IV shows the ratio of net railway operating income, after 
expenses and taxes, to total operating revenues. 

(Table TV above referred to is as follows: ) 


TABLE IV.—-Ratio of net earnings to total operating revenues, railways of class 1 in 


the United States, 1921-51 


Net railway opera 
income 
Total ope 
ne revent 


millions 


Average 1921-25 
Average 1926-30 
Average 1931-35 
Average 1&5¢ 


id] 
1942 
1948 
1044 
IMS 


tate Commerce Commission 


Dr. Parmeter. Table IV shows the ratio of net railway operating 
income, after expenses and taxes, to total operating revenues, In 
other words, it shows how many cents are left from each dollar of 
revenue, with which to meet interest and other charges, to make 
needed improvements, to pay dividends, and to build up reserves 
against the future. This ratio is sometimes called the “margin of 
profit,’ and is closely watched in financial circles as a significant 
yardstick of railroad net earnings. 
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The ratio is shown in column 3 of table IV. From 1921 to 1945 
it ranged between 13.4 cents per dollar of revenue and 18.5 cents pe: 
dollar. During the first 5 years since the war, 1946-50, the averay: 
declined to 9.4 cents per dollar of revenue, and in 1951 was only 9. | 
cents per dollar. In 1952, unless relief is obtained in the form 0! 
the freight rate increase I have referred to, the ratio will be 1 
greater than 8.7 cents per dollar of revenue. This ts much too smu!! 
a margin to operate under, and would be sharply cut, in case of ever 
a small decline in traffic volume. 


EMPLOYEES AND COMPENSATION 


Table V shows the average number of railroad employees for each 
year from 1939 to 1951, the total raiJroad payroll, and the averay: 
straight-time wage rate of railroad employees per hour. 

(Table V above referred to is as follows:) 


Tape V.—Employees and compensation, railways of class I in the United State 
1939-52 


dex of 
Average num- - Average ae * 
+ t Total compen- _ straight- : — 
er of ation time hourly “™2& hourly 
employees - ~ = peo 7 rate 
rate (cents), (gay — 100 


wn 
ono 


owou 


1, 
2. 
2) ui 
3, 
3. 
4, 
4,3! 
7 
4 
=f 


1951 
1952 (January 


' Includes pattern settlement for engineers, firemen and hostlers, and conductors 

Dr. Parmeter. The number of rail employees increased 29 percent 
between 1939 and 1951, their average wage rate increased 132 per 
cent—from 74 cents per hour to $1.72 per hour—and the total payrol! 
increased 180 percent. 

As of January 1952 the average wage rate was 9 cents greater than 
the 1951 average, rising from $1.72 per hour to $1.81 per hour. 

I might remark at that point that Mr. Harrison, in his statement t 
the committee, spoke of the average wage rate in November being 
$1.77. That is correct. The average for the year, however, the yea! 
1951, as a whole was $1.72 and the average that I show here as of Janu- 
uary 1, 1952, is $1.81. The $1.77 referred to by Mr. Harrison, plu 
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the 4-cent increase that was made on January 1, 1952, as a result of 


the so-called escalator agreement, equals $1.81. 

Table VI shows the ratio of railroad w ages and payroll taxes to total 
operating revenues. 

(Table VI above referred to is as follows: ) 


TasLe V1.—-Ratio of wages and pauroli tares to opera 
class I in the United States, 1921 


Average 1921-25 
Average 1926-30 
Average 1931-35 
Average 1996-40 
1941... 

1942 

1443 

1944 

1945 

Average 1941 45 
1G4n 

1s? 

lYes 

149 

10%) 

Average 1#46-/ 


Payroll chargeable to operating expenses 
? Includes retroacti ve back pay 


Includes back mail pay ap; licable t 


Source: Reports of the Interstate Comn 


Dr. Parmevcer. Except for the war period, traffic levels and 
revenue totals rose rapidly, the ratio has always exceeded 40 percent 
and during the postwar period 1946 to 1950 reached the hich level of 
48.2 percent. That is, 48 cents of each dollar of rail revenue is absorbe “cl 
by wages and payroll taxes. The significance of this f 

costs lies in the impact of any change in payroll 


treasuries. 


RAILROAD EARNINGS AND INDUSTI 


1¢ « inf » 
oo caiculated 


The National C ity Bank of New York has since 
and published each vear the ratio of net income to net assets of 
railroads, large manufacturing corporations, and corporation 
number of nonmanufacturing industries, such as mining 
finance. These calculations appear in my table VII. fo 
from 1936 to 1950. They are not the same as the rat 
net investment which I have described earlier 
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(Table VII above referred to is as follows: ) 


TaBLe VII.—Hatio of net income to net assets of leading corporations (as published 
regularly by National City Pank), 1936-50 


Public 
utilities 
(electric- 
ity, gas, 

tele- 

phone, 
ind tel- 
egraph 


Trade 
(retail 
and 
whole- 

Ss ile 


Manu- Mining 
Class I | faeturing and 
railroads | corpora- | quarry- 

tions ing 


Service 
and con- | Finane 
struction 


“4 


12.5 


“Its 


. 
11.3 
10.5 
11 

9. $ 
10 
10 
10 
21 
Is 
Is 
1S 
14 


Swen MWD wed ine-s 
Se a 
CVwWecrecssaacs- 


Norte.-Net income is taken as reported, after depreciation, interest, taxes, and other charges and reserves, 
but before dividends. Net assets represent the excess of total balance sheet assets over liabilities. 


Source: National City Bank of New York. 


Dr. Parmecer. Net assets, as that term is here used, represent 
the book value of the capital stock of each industry; that is, the par 
value of the stock, plus accumulated surplus. The net income is, of 
course, the net income after charges. 

For every year shown in the table, the railroad ratio was the lowest 
of any industry. In 1950, for example, the comparative ratios were 
as follows: 


Percent 
Railroads ; 5. 6 
Finance 
Public utilities 
Service and construction 
Trade 
Mining and quarrying 
Manufacturing ; 

Finance includes banks and financial institutions. 

Public utilities includes telephone, telegraph, and power companies. 

Service and construction—that refers to the building industry. 

Trade refers to wholesale and retail trade. 

The significance of these ratios in the present proceeding lies in the 
fact that all the corporations included in table VII, except the rail- 
roads, are subject to much lower payroll taxes than the railroads. 
I refer here, of course, to all of the payroll taxes levied on the railroads, 
including both retirement and unemployment taxes. 

The railroads, with much lower net income ratios, and much higher 
payroll tax rates, would find it relatively more difficult to meet a 
further increase in payroll tax payments than industrial corporations 
generally. Yet that is precisely what the amendments here proposed 
would do. 

During the past four calendar years, 1948, 1949, 1950, and 1951, 
inclusive, the ratio of unemployment and sickness benefits—plus 
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administrative expenses—paid under the existing provisions of the 
Railroad Unemployment Insurance Act, to the taxable railroad pay- 
roll, has averaged 1.8 percent. This is the current cost of the unem- 
ployment benefit system, 1.8 percent of the taxable payroll, regardless 
of what taxes the railroads are at the moment paying. ; . 

Under the proposed amendments to H. R. 6525, the Railroad Re- 
tirement Board estimates that the cost of benefits will average about 
2.7 percent of the payroll. This cost percentage, which the Board 
bases on anticipated economic and employment levels, which it regards 
as not unduly pessimistic and so stated in its report, is exactly one-half 
as great again as the average cost of the past 4 vears. ‘ 

This would indicate an increase of nine-tenths of 1 percent, from 1.8 
percent to 2.7 percent. When applied to the taxable payroll, now 
averaging about $5,000,000,000 per year, such an increase, that is, 
it is nine-tenths of 1 percent, would mean an added payroll tax of 
$45,000,000 annually, on the railroad industry. To the extent that 
such added cost cannot be absorbed, it must be passed on to the users 
of railroad service, the shippers and travelers by rail, which means the 
American public in general. 

It will be argued, of course, and has been argued before you by the 
proponents, that this added tax may be postponed for several vears, 
because of reserves already accumulated in the unemployment fund. 
Those reserves are the result of levying too high a tax on the railroads 
in the past, when they could ill afford to meet them. Sooner or later, 
however, and perhaps sooner than now anticipated, the pavroll tax 
must rise to meet the increased cost of these amendments, if enacted. 

In that connection, [ call the committee's attention to the fact that 
in the fiscal vear 1949-50, the unemployment- and sickness-benefit 
payments were so great that the reserve was pulled down in that vear 
by $115,000,000. That is shown in table VI of the tables which were 
submitted to you by Mr. Schoene on Monday. Now, that was an 
unusually bad vear. Last year was an unusually good year and you 
have to take these years over a period, of course, on the average; 
but it simply indicates that if we should have in the future a series of 
rather poor vears, or even a bad vear and a good vear and a bad year 
and a good vear, a succession of good and bad years, that reserve 
could be exhausted much more quickly than may now be anticipated 
or at least would be brought down to the point where the unemploy- 
ment tax under the sliding scale would rise. 

In considering the amendments, therefore, we emphasize that 
whatever changes are now made will continue into the future, and 
should be appraised from that angle. When the inevitable day of 
reckoning comes—and I am referring there to the tax rate now—it 
will be too late to modify the action that may now be taken. In 
short, Congress. is called upon to decide an issue that will affect the 
trend of railroad costs for many years ahead, not merely for the next 
2, 3. or 5 years. 

Mav [ address a remark to Congressman Wolverton, who has just 
come im? 

Mr. Wotverron. I regret, Mr. Chairman, that I was late. I 
had another meeting that I was attending in the Senate, which made 
it impossible to be here earlier. 

Dr. Parmeter. Mr. Wolverton, I have just been discussing the 
possible additional cost of this system if these amendments are en- 
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acted, and in doing so, without going over the details which I hay. 
just submitted to the committee, have come to the conclusion th 
those costs on the basis of the estimates of the Railroad Retireme:; 
Board of 2.7 percent as the possible future cost of the amended system 
those costs would increase the annual tax of the railroads by $45 
000,000 per year. That is a somewhat higher figure than has bev 
estimated by others before this committee, but it is very clear, as the, 
have pointed out, and as I point out, that no one can make an exac' 
estimate of the future cost of any bill or any amendments of th)- 
kind. 

However, if this 2.7 percent estimate of the Railroad Retireme 
Board, which is probably a somewhat pessimistic estimate, and whic! 
I think should be taken at face value, but | think vou should fac 
that worst that might be anticipated—if that 2.7-percent estimate 
should be experienced, the $45,000,000 increase in tax costs per ven: 
would result. 

Now, vou asked vesterday, Mr. Wolverton, as to what that meant 
that much money. You were speaking then of an increase of $20.- 
000,000 which was calculated only on the basis of results for 1951 
which happened to be one of the best vears we have ever had. |n 
other words, the unemployment benefits last vear were less than n 
any vear since the war and 1950 happens to be one of the worsi 
vears we have ever had, coming right in juxtaposition with each 
other. 

Now, taking an increase of $45,000,000, compared with the revenue 
of the railroads it would be an increase of about one-half of 1 percent 
That does not sound like a large percentage, although it is a large 
amount of money. 

But, let us take that from another point of view: How many ton- 
miles of freight would the railroads have to carry at present rates to 
ear $45,000,000? They would have to carry 3,400,000,000 ton-miles 
at the present rate of 1.336 cents per ton-mile. 

In other words, they would have to handle something over 5 
billion ton-miles of traffic to just earn the $45,000,000. Thank vo: 
very much. 

Mir. Hinsuaw. Mr. Chairman. 

The Cuarrman. Mr. Hinshaw. 

Mr. Hinsuaw. I think it has to be recognized that we have bec: 
in an inflationary period and I think that is pretty well shown by 
rising prices; risiag wages; rising costs of all kinds. 

(Informal! discussion off the record.) 

Mr. Hinsnaw. Would it be reasonable to assume that if the rate 
paid into the unemployment insurance system, or if unemploymen! 
compensation were calculated on a percentage of increase in salaries 
or wages that are paid that it would be fair? I mean, on the average 
salery or wage? 

Dr. Parmecer. I do not believe that would work out in exact and 
relative increases all of the way down the line, because of this fact 
\Ir. Hinshaw, which, of course, vou and other members of the com- 
mittee recognize, and that is the benefit scale of this unemployment! 
system is so set up that an increase in wage frequently takes a man 
up into a higher bracket of the scale without any change in the 
brackets. 

Mr. Hinsuaw. I recognize that. I am speaking of amending it. 
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Dr. Parmever. That is admitted by evervone, as vou perfectly 
recognize. Mr. Latimer brought that to your attention vears ago 
when the first act was under consideration. 

So, I do not think there is any wav ia whieh vou could work out a 
seale of increases or relative scale, which would be fair to everwbody. 
providing that an increase in wages should supply an automatically 
higher bracket of benefit rates. . 

Mr. Hinshaw. The average wage paid in the railroad industry has 
increased by some large percentage: around 100 percent, has it not? 

Dr. Parmever. One hundred and thirty-two pereent in wages per 
hour. Of course, the increase in wages per week have not been so 
creat, because of the shortening of the week. 

\ir HInsHaw Let us take it on the basis of the work per week. 
That would be about 100 pereent increase? 

Dr. PARMELEE. Something like that 

Mr. HinsHaw. Would it be illogical to assume that with that 
change m the value of the dollar, which is what it amounts to. that 
inemployment compensation should follow that 100-percent increase? 

Dr. Parmecer: [t would depend on where vou start from. Mr 
Hinshaw. Remember, this benefit scale has been improved and ex- 
tended twice since the act first started 

Mr. Hinsnaw. Well, if there has been a 100-percent inerease in 
wages In a given period, would it be unfair to state that the unem- 
ployment compensation should follow it? 

Dr. Parmever. To a certain extent, ves: but I think that the ques- 
tion there is where you start; with what Wage hase vou start: with 


vhat unemplovment base vou start: and how far should thos brackets 


ro 

Remember that originally the bracket stopped at $4. Then it was 
increased to $4.50 and it is now up to 85. and that is the hichest 
bracket. And, it was the same way with the lower brackets. Thev 
have been increased im the same way. 

So that there are two wavs: by increasing the amount of money 


and the amount of benefit in each bracket, that has been increased, 
and then these brackets have been extended out to cover the higher 
wage levels 

Mr. Hinspaw. Weill. of course, the witnesses on both sides of this 
question have submitted statistics by the vard until those of us up 
here lookimg at them are dizzy and have just about given up trving 
to be statistical wonders 

I suppose that somebody could put up a statistical comparison 
that would show what would be fair today, in relation to what was 
lair at some previous time, if it Were on another seale of values of the 
dollar. 

Dr. PARMELEE. I think that Mr. Soubyv went mto that very com- 
pletely. He took certain specific cases, you remember. He took the 
case of the lower paid man, the case of a machinist, who would be 
certainly well up in the scale although not at the top, ana he showed 
vhat that man at the wage he was getting in 1939 or 1940 would 
receive and at the present wage what he would now be getting: the 
same man working the same number of weeks: what his benefits 
vould have been in 1940 under the then unemplovinent provisions 


” 


and what it would be now, and he showed the me 
sicle rably greater than 100 percent. 


euses Were con 
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Mr. HinsHaw. Yes; I remember those figures; but would it be 
unfair to move the benefit rates up, and the point in the scale at which 
they apply, along with the decrease in the value of the dollar? Would 
that be fair? 

Dr. Parmecer. | do not know whether I would undertake that 
job or not. It would be a very complicated thing. 

Mr. HinsHaw. Well, we have got to make a decision up here 
Somebody is going to have to help us make it. 

Dr. Parme er. I think that there has been a very great liberaliza- 
tion already along the two lines that I have mentioned and certainly 
any further consideration of liberalization should take that into 
account and then in your wisdom you should decide just how far that 
should go. 

Mr. Hinshaw. Well, certainly, it would be unreasonable to think 
that the base year earnings of 10 or 15 vears ago, which was a very 
small amount in the lowest bracket, should apply today. If you still 
used that small sum today, vou then let in a lot of people. You 
would have to increase the base. 

Dr. Parmeter. Yes; but remember that the man who was getting a 
certain figure over $2,500 10 vears ago was only able to get $4 per 
day in benefits. Today that same man is making probably $3,500 o1 
mavbe he ts in the $3,000 bracket. 

Mr. Hinsnaw. | am talking about the position that he is in rather 
than that. 

Dr. Parmeter. He is already enabled to receive more, because hy 
has moved up into another bracket and then you have extended 
that bracket into the $5 scale. 

Mr. Hinshaw. | think that vou have to take a given position 
rather than a given man. Maybe vou are doing so in what vou are 
talking about. But, it seems to me that we have to take the decrease 
in the value of the dollar into account somewhere. 

If you paid $2,000,000,000 to 2,000,000 men 10 vears ago and now 
it costs you $4,000,000,000 for 2,000,000 men, 1.8 percent ot 
$2,000,000,000 would only be half of 1.8 percent of $4,000,000,000. 
That is obvious. 

Dr. ParMecer. Certainly. 

Mr. Hinsnaw. Therefore, with that number of dollars there would 
be a substantial increase, a material increase. 

Dr. ParmMever. Surely. Well, the point that I was trying to 
make when | spoke of the 1.8 percent, or rather two points, one that 
it would serve as a basis from which to estimate the cost of these 
amendments and the other was to point out—-and perhaps I did not 
do it clearly enough—that the percentage svstem is costing that 1.8 
percent and that in the States the average cost of the tax on industria! 
employees is exactly 1.8 percent, including the three-tenths of | 
percent paid to the Federal Government, so that so far as the relative 
cost is concerned, the railroads are even now on a cost basis equivalent 
to those of the States. 

Mr. Hinsnaw. But, I understand that the State unemployment 
compensation systems do not cover sickness compensation 

Dr. Parmecee. That is true. 

Mr. Hinshaw. And that the sickness compensation either exceeds 
or is just about equal to the unemployment compensation. The 
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rates on account of sickness which vou gave us show that thev are 
just about equal. , 

~ Dr. Parmeces. That is true, and that is one of the points our people 
emphasized before this committee. That is one of the elements of 
liberalization in this system. 

Mr. Dotirver. Will the gentleman vield? 

Mr. Hinsnaw. I will vield to the gentleman. 

Mr. Dotiiver. | want to see if I can understand the basis of your 
opposition to this legislation and if [am incorrect in phrasing this 
question or assumption [ make in the question, | hope you will feel 
free to correct Mme. 

From what vou have said, | gather that your principal opposition 
to this legislation comes from the fact that since there has been a 
general increase in railroad wages, that the man who 10 vears ago 
vas getting a relatively small unemployment compensation, today 
because of the increase in wages, Is receiving a relatively larger 
inemployment compensation; is that true? 

Dr. Parmenter. Yes, that is true, because he is much—not every 
man, but many of them have moved into the higher brackets, and 
those brackets have been extended, 

Now, Mr. Souby put m exhibit I of his statement. He put in a 
very complete showing ol how these brackets have been extended 
over the vears. 

Mr. Douuiver. Now, let us assume for the sake of this question, 
that the increase in wages has been 100 percent in the last 10 vears. 
Are you able to state that, in general, the unemployment compensa- 
tion for a given individual increased by the same percentage over 
that period of time? 

Dr. Parmeter. No; I do not think | could answer that question. 
As a matter of fact, | think some of Mr. Souby’'s figures show that 
the weekly wage has gone up about 90 percent. It shows that the 
wages have gone up YW) percent, which. ot course, IS not so very far 
different from 100 percent 

[ do not know that you can generalize on that point. On the aver- 
age the weeklv benefit payments have not gone up by anything like 
that percentage, but | think this is one of the places where averages 
cannot be used as a measure of what individuals—and after all rail- 
roads are made up of individuals—how they fared individually or as 
individuals as they move up their wage brackets 

Mr. Dotiutver. That is precisely what Lam trving to get at. Now, 
it you will answer this question perhaps it is contained in Mr. 
Souby’s statistics —-I am not a statistical expert. In fact, | am very 
poor at figures. 

Would it be true that there are some instances where a man’s posi- 
tion has changed and his wages increased and by reason of increase 
in wages where he now would receive a greater percentage of unem- 
ployment compensation than his increase in wages? 

Dr. Parmeter. | could not answer that question, | think it 
would be unlikely in all cases. 

Mr. Dotuiver. Probably the fact is, as | get from vour generaliza- 
tion, that unemployment compensation has not increased to the same 
percentage degree by reason of the increase in wages. Would that be 
true? 

Dr. Parmerer. | do not lke to generalize. 
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Mr. Do.uiver. You do not think that you can generalize on that’ 

Dr. Parme er. I would refer you to these sheets in Mr. Souby s 
exhibit. 

Mr. Douuiver. | confess that I have not had a chance to diges 
those statements at all. 

Dr. Parmecer. | would like to have you look at exhibit III wher, 
Mr. Souby showed four different individuals, types—-machinists, 
section worker, and some others, as to how those individuals woul: 
fare and there they would have gotten increases away over 100 per- 
cent. 

Mr. Douiiver. If you will refer me to Mr. Souby’s statement, | 
will be glad to look at it, and will not take anymore time. 

Dr. Parmecer. Exhibit III, sheets 1 to 4. 

Mr. Doutiver. Thank you. 

Mr. Hesevron. Mr. Chairman. 

The Cuatrman. Mr. Heselton. 

Mr. Heserrvon. I would like to ask some questions en some o| 
your tables. 

On your table ILI, I notice that all operating revenues are up, from 
1950 to 1951, with the exception of mail. There is another fairly 
large item of reveaue which you term “ All other” which amounted to 
$443 273,486 in 1951 as against $386,901 ,909 in 1950. 

Does that cover a wide range of revenue or something that you can 
describe rather quickly? 

Dr. ParMELEE. Mav I speak of the mail first? 

Mr. Heseiron. Yes. 

Dr. Parmeter. There was a rather unusual situation in 1950 as to 
the mail revenue. In that year, if vou remember, the Interstat: 
Commerce Commission authorized a considerable increase in mail pay 
so-called railway mail pay, and made it retroactive to February 1947 
That was toward the end of 1950. The result is that in the mai 
revenue reported for the year 1950 that $374,000,000 which you 
called attention to, there was included $107,000,000 of what is known 
as back mail pay. In other words, mail pay that actually was earned 
in the years 1947, 1948, and 1949, but did not get into the accounts 
until 1950 and that accounts very largely, or more than accounts 
really, for that apparent decrease in mail revenues between 1950 and 
1951. 

Mr. Hesevron. So that actually in 1950 the revenues in all item: 
is up? 

Dr. Parmeter. The mail revenue, if the 2 vears were put on ai 
exactly comparable basis was actually up in 1951 as compared with 
1950. 

Mr. Hesevron. How about that half-a-billion-dollar item of ‘al! 
other’? 

Dr. Parmecesr. I do not have the accounting system here, but | 
can tell you some of the items which are included. Certain amounts 
0’ money come in through the carriage of material by water; there 1 
switching revenue; there is dining car revenue; there are certai 
demurrage and other charges, special charges; there are what ar 
known as protective service charges, for icing, heating, and (hat sort o! 
thing. It includes a very large variety of what I call miscellaneou 
items, although some of them are rather large and rather important. 
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Mr. Hese.ron. Now, it is true, is it not, that for the last vear or 
2 years, there has been a substantial investment in modern equipment? 

Or. PARMELER. Yes, sir. 

Mr. Hesevron. And, would vou anticipate that that investment 
would level off now and decrease in amount? 

Dr. PARMELEE. No; 1 would not, provided the railroads can get the 
material that they need, steel and other critical materials, for the 
freight car program. 

And, let me answer you specifically in this way, in July 1950, just 
after the outbreak of the aiiair in Korea, the railroads met and laid 
down a very definite program of increasing their freight car supply. 
When I say supply, | mean their ownership; their freight car ownership. 
The then ownership was 1,725,000. They agreed unanimously to 
increase that to 1,850,000 cars as rapidly as possible. Now, that is 
not a quick program, because they retire about 5,000 cars every 
month, so that any net increase calls for the construction of new cars of 
something more, considerably more, than 5,000 cars per month 

SO, thes put a program of 10,000 new cars a month on the average 
in as their program. ‘They got up to that program in just 1 month 
last year, Mr. Heselton, and entirely because they were not able to get 
from Government authorities the allocations of the material that they 
needed. 

The result is that instead of increasing their ownership by 125,000 
ears, from 1,725,000 to 1,850,000, as they had hoped, so far they have 
only been able to increase their ownership by 30,000 cars and the 
have got 95,000 more cars to go. 

Now, we have over 100,000 freight cars on order right now; 102,000, 

\ir. Hesetron. What I had in mind— 

Dr. PARMELEE (continuing). And we hope to continue that program 
just as long as is necessary to continue it until we get the 1,850,000 
cars, and that at the present rate will take 2 or 3 vears. 

Mr. Hesevton. I do know about the freight car situation but | 
would assume that the cost of freight cars, on a unit basis, would be 
quite lower than the cost of Diese! locomotives. I have in mind the 
situation in my area, where the Boston & Maine has converted over 
almost entirely to Diesel, and the Boston & Albany, also, and also 
the Maine Central and the New Haven have substantially converted 
over to Diesels. 

I assume that the capital expense has been pretty well taken care 
of there, 

Dr. ParMELEER. Yes, sir; it has, and that has also been going on at 
a very rapid rate, as you know. ‘The expectation is that in the next 
2 vears the railroads will spend over $1 billion for new freight ears and 
locomotives, over $1 billion for locomotives, practically all Diesels o1 
a total program of $2 billion increase in 2 vears just for new equipment, 
not including all other improvements on the railroads. 

Mr. Heserron. Will vou tell me why the item for Federal income 
taxes in 1950 is $601.185.627 and has dropped in 1951 to S566.880.536. 

Dr. Parmeter. Yes, sir; I can tell vou very easily. 

Mr. Heseiron. Your net income actually went up, or your rates 
went up; did they not? 

Dr. ParmMeLere. The rates are up, ves, sir; but expenses went up 
nore than the rates, so that our taxable income was down. 
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That is the only place where we gain anything by having less mone, 

Mr. Hesevron. Where is that shown? 

Dr. Parmeter. The net income? 

Mr. Hesev.ron. Where are the taxes shown? 

Dr. Parme ver. Taxable income is not shown directly. You hay, 
to work it out by a series of rather complicated adjustments. 

Mr. Hesevron. Your operating revenues went up? 

Dr. PanmeLer. They went up very materially; ves, sir. 

Mr. Heseiron. Now, one final question. Looking over this tab) 
7, I notice one thing that seems to be quite significant. The tabi 
shows that, except for manufacturing, mining and quarrying, wher 
there is quite a jump in the ratio of net mcome to net assets from 1956 
to 1950—and I think a fairly good answer is readily available as t 
why that would be true in those two categories—the increase i; 
retail and wholesale trade, public utilities, service and construction 
and finance has been far less than im the case of the class 1 railroads 
which started off at almost zero in 1936 and finished up at 5.6 im 1950 

Dr. ParmMever. That is true. 

Mr. Hesevron. Relatively speaking, the railroads have been bette; 
off over this period, | assume from that analysis. 

Dr. Parmeter. You see, Mr. Heselton, that table starts right 
the middle of the depression period when the railroads were much mor 
severely hit than industry generally. 

Now, | would have earried this table back if I could, but 19% 
happens to be the first vear in which the National City Bank publishe: 
these ficures throughout, on a comparable basis: but if vou carry that 
back into the late twenties, we will say, | think that vou will find : 
very different, a really different picture. ‘ 

Mr. Hesevrron. That is all. 

Mr. Beckworrn. Mr. Chairman. 

The Cuarrman. Mr. Beckworth. 

Mr. Beckworru. I want vou to answer this question. In tly 
event the bill is passed in its present form, and based on the informa- 
tion that vou have, and the best calculation that vou can make, am 
I know that vou make them rather accurately—when do you thin 
the unemployment insurance fund would become unduly endangered 

Dr. Parmever. I tried to make it clear, Mr. Beckworth, that the 
is one thing that it is very difficult to estimate but 

Mr. Beekworru. | just want to get vour best thought on that 

Dr. Parmeter. Let me put it this way. IL mentioned the fa 
earlier that under the worst vear which we have had recently, whi 
happens to be 2 vears ago 

Mr. Beckworrn. | heard vou mention that, and how fast the fun 
came down. 

Dr. Parmeter. Under those conditions, if that should contin 
for three successive vears, the situation of that kind, our fund wou! 
be down inside of 3 vears to the point where our taxes would begin t 
vo up. 

Now, that is almost the worst that vou could think of. You ea 
go over to the very best vou can think of, which was last vear, whe: 
total unemployment and sickness benefit payments were about $5! 
million, roughly, and on that basis vou probably could run a number o! 
vears. | have not figured it out— perhaps 10 vears before vou got t 
the point where vour taxes would begin to rise. 
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Mr. Beckwortn. That is if conditions were as good as last year? 

Dr. PARMELER. Yes. 

Mr. Beckwortn. Do you think—-I want your opinion on this 
do you think that even if conditions were as favorable as last vear, 
that within 10 vears you would be getting to a dangerous point, so far 
as the fund is concerned, where you have to make a change in the 
rate of taxes or else the fund would become jeopardized? 

Dr. Parmever. Well, you can look at it this way: Last vear, as 
I said before, the benefit payments, sick benefit payments and unem- 
ployment payments, were something over $50 million. The taxes or 
the tax which is levied on the railroads is running at about $25 million. 

Now, one-half of 1 percent on $5 billion is about $25 million. There 
is some interest each vear—I do not recall exactly how much—which 
comes into the fund. 

So that that, of course, would be added to the $25 million. But, 
suppose there was a drain on the reserves, say, of S20 million each 
year. You can see that under those conditions the fund would run 
for some little time. However, | might remind vou that that is the 
best vear we have had in the last 3 or 4 or 5 vears and one of the best 
vears we have had since these new benefit rates went into effect. 

So that the chances are in the future the average would lie of course 
somewhere between this very low and very high figure which we 
have experienced in the last 2 vears. We have gone from one extreme 
right to the other, and just where it might actually go, nobody knows. 

Mr. Beekworrn. You do not feel that vou could forecast at this 
time when we might get into deep water so far as the unemployment 
insurance fund is concerned? 

Dr. Parmeter. | would not venture a statement on that and | think 
that Mr. Harrison and the Railroad Retirement Board, in talking to 
vou about that matter, have both said very frankly that no one could 
possibly tell anything about it. It seems to me that the more impor- 
tant point is not so much how many vears it is going to take before it 
begins to cost us money, but what is it going to cost us eventually, 
because after all vou are legislating here for the future and the chances 
are that vou will never go back on any action that vou take in the 
next few months. 

So that vou are levying in effect, vou are levying some costs on the 
railroads, and whether that comes in 3 vears or 5 vears or 10 vears, 
is not so important to my way of thinking as the fact that that is what 
you are doing. 

Mr. Beckworrn. | was paving attention to what you said about 
the net Income of railroads, and how it was affected. It does not seem 
to compare with other industries as well as it ought to. 

Did you make any forecast as to what the net income of railroads 
will be. say, for 2 or 3 years from now? You do not try to do that, 
Doctor? 

Dr. Parmeter. Well, we have not ordinarily attempted that, Mr. 
Beckworth. I have always felt that we were venturing a good deal 
when we make an estimate | vear ahead, and vet we have been rather 
fortunate in the past in that our estimates have come fairly close to 
the actual results. 

Mr. Beckworrn. Your general policy is to make estimates for | 
vear in advance? 


96632—52— 11 
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Dr. Parmeter. That is what we did before the Commission i 
January, and those estimates, mind you, were made in the first wee! 
in January, when we really had no experience whatever with condi 
tions in 1952 

Mr. Becxwortu. Of course, if that trend should be down mor 
and more—I am talking about the trend of net earnings—that shoul: 
be taken into consideration as we write the legislation? 

Dr. Parmever. Well, I think so, and really the way that works is 
it has a sort of cumulative effect. If our earnings should go down, it 
means our employment would go down and our unemployment bene- 
fit payments would immediately go up, so that at the same time the 
railroads would be in worse shape to pay the additional taxes and, o! 
course, the unemployment reserve would be coming down that mucl 
more rapidly. 

May I make one more remark about this matter of making esti 
mates? 

Three estimates have been made about the volume of freight traffi: 
on the railroads in recent weeks. 

The railroads’ estimates which I submitted to the Commission 
about the middle of January showed a fraction of 1 percent decrease 
under 1951; but it was so close that it was practically the same. 

The Department of Commerce sent one of their experts over to the 
Commission. They submitted an estimate of an increase of 2}% per- 
cent, 1952 over 1951. 

Now, any range within 5 percent in an estimate of that kind I would 
not regard as a very great disagreement. 

Within the last week, however, an institution in New York known 
as the Econometric Institute—— 

Mr. Hesevron. What is that? 

Dr. Parmeter. Econometric Institute. It is a rather highbrow 
organization in New York, which by the way has a lot of very fine 
clients. They even have some of the railroads as clients, and they 
make economic studies and analyses and what not. 

They came out last week with an estimate of a decrease of 7 percent 
in railroad freight traffic volume, 1952 under 1951, so there you have 
got it, nationally recognized responsible people, all within a few weeks 
of each other, all covering exactly the same thing, ranging from 7 
percent minus to 2), » percent plus, and you ean take your choice. 

Mr. Beckworts. That is all, Mr. Chairman. 

The CuarrMan. Any further questions? 

Mr. Hate. Mr. Chairman. 

The Cuarrman. Mr. Hale. 

Mr. Hate. What did you say; 7 percent decrease? 

Dr. Parmecer. Yes, sir. My own opinion is that they were un- 
necessarily pessimistic, but I give them to you for what it is worth. 

Mr. Hate. Thank vou. 

Mr. Cuenoweru. Mr. Chairman. 

The Cuarrman. Mr. Chenoweth. 

Mr. Cuenowern. Dr. Parmelee, do we not have to take into con- 
sideration the fact that we have a practical situation here and not one 
which so much concerns or involves statistics? 

Now, | notice that the balance of the fund is something like $765 
million, according to the last reports here. 
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As long as you have a balance that large, are we not going to be 
subjected to pressure to increase the bene fits, regardless of what 
the earnings and other statistics show, and is that not a practical situ- 
ation that we face? 

Dr. Parmecer. | think that the pressure is undoubtedly there, Mr. 
Chenoweth, but that is no reason why, if in your good judgment vou 
ought to resist the pressure, you should not do so 

Mr. Cuenoweru. Perhaps “pressure” is not the correct word. | 
will say “‘interest,’’ or we will use some other term. 

Now, I dare say that if there was no balance on hand in this fund, 
ora very small balance, perhaps this legislation would not be before us, 
but in view of this large balanee—large in proportion to the benefits 
that have been paid—you can see that, due to increased cost of living, 
it is natural for these additional benetits to be requested 

Now, | do not think any statistics or any figures that vou may pre- 
sent is going to change the practical side of this situation 

Dr. Parmeter. Let us get away from these statistics that vou 
speak of. Let me call this to vour attention: After all, who built up 
this fund? It was the users of the railroads in the past, and because, 
speaking very frankly, too high a tax was levied in those vears—too 
high a tax to cover and finance an unemployment system which was 
submitted to you by the representatives of labor itself 

Now, I think it should be looked upon or perhaps it may be looked 
upon not so much as a reserve which can be drawn upon at will, but a 
sort of trust fund on behalf of the general public who really built it up 
and if that can be held for a number of years to proeteet them from 
paving any higher taxes, taxes for unemployment purposes, is not that 
a very proper use of that fund? 

Mr. CHoenowern. Yes. | am not going to disagree with vou on 
that. Wedid all right, but still coming back to the practical situation, 
[ am interested in that. This is a practical matter 

Dr. ParMELER. Yes. 

Mr. CHenowetH. Now, fortunately there has not been much 
unemployment during the last vear. We had one bad vear in 1950 
Last vear was very good. 

Dr. Parmeter. We had one bad vear, but last vear was the best 
vear. It just happens that those two extreme vears came together 

Mr. Cuoenowetnu. These figures are for 1950? 

Dr. Parmeter. And 1951 

Mr. Cuenowetu. The 1951 figures? 

Dr. Parmecee. The calendar vear 1949 was a bad vear and, of 
course, it was reflected in the fiscal vear 1950 figures and fiscal vear 
1951 shows very much better. 

Mr. Cuenowetn. That shows $24 million. 

Dr. Parmeter. Just for unemployment 

Mr. CHenowetru. How much for sickness? 

Dr. ParMELEr. $26 million; the two together made a little over 
$50 million. 

Mr. Cuenowetu. A little over $50 million 

Dr. Parmeter. That is the figure that I was talking about, Mr 
Chenoweth. 

Mr. Coenowertu. And vou are paving in how much a vear? 

Dr. Parmeter. About $25 million now on the unemployment tax 

Mr. Cuenowetu. Paving about half of what is being expended? 
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Dr. Parmever. That is just about right. That is, when you sa\ 
being expended; what was expended last year. 

Mr. CHeNowetu. Yes. 

Dr. Parmeter. The average expenditures over the last 4 vears 
have been over $80 million a year and I think you ought to conside: 
this as an average proposition and not one of the worst years or one 
of the best vears. 

Mr. Cuenowetu. The average has been about $80 million? 

Dr. ParmMeLEr. Over the last four calendar vears? Yes. 

Mr. Hesevron. I want to make certain about that. You do not 
mean to say that the railroads are paying that? 

Dr. Parmecer. I am speaking of the benefit costs. 

Mr. Hesevron. The benefit costs? 

Dr. ParmMeLEE. Administrative—that does not include administra- 
tive. The $80 million is just the cost of the benefits, the actual cos! 
of the system, regardless of the taxes being collected. 

Mr. Hese.ron. The reason I mentioned that is because of Mr. 
Chenoweth’s question. 

I find that—and, am I correct about this—in 1947 and 1948, and 
prior vears, the contributions, or the taxes were well up. In other 
words, they were one hundred and thirty-odd-million dollars. 

Now, for the next 3 years, 1948, 1949, and 1950, the total contribu- 
tions were $23,377,737. Soin one sense anyway, it can be argued that 
by reason of the low rates, the roads themselves have saved better than 
$117 million during the last 3 years in keeping this reserve up. 

Dr. Parmecer. The actual cost—let me make this clear—this is 
on a calendar-year basis. That will bring it up a little closer to date 
than the fiscal-vear figures vou are reading from, Mr. Heselton. 

In the last four calendar years, the figures taken as an average, the 
actual outlay for benefits was $80,142,000 per year. 

The cost of operation, that is, administrative expenses averaged 
$6,056,000 per vear, so that the total cost per system over that 4-vear 
period was $86,399,000 per vear. 

Now, when vou take a period of 4 years, you begin to get an average 
of what this is or may cost us. It may cost us more or less in the 
future. I think that is preferable to just talking about 1 year. 

Mr. Cuenowetu. What did vou pay in during that period? 

Dr. ParmeLer. That is the cost of the system, not the taxes the 
railroads paid. They paid about $25 million a year toward that $86 
million a year in taxes. 

That represents the amount by which this reserve is coming down 
vear by vear. 

Mr. Cuenowern. That comes right back to the practical situation, 
does it not, that we do have this large balance and these men feel that 
they are entitled to additional benefits in view of the increased cost of 
living. That is something that you cannot abolish by use of statistics 
or figures. 

Dr. Parmever. Well, Mr. Chenoweth, if | may say so, with all due 
deference to the committee, and not be pressed to hard about the 
matter, of course it is human nature, when you have money in your 
pocket to go out and spend it. I do think, however—and I say this 
with all seriousness—that even if you have that money in your pocket 
you ought to consider what drains may be made on that money in 
the next 5 or 10 years. 
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Mr. Cuenowertn. | understand that, but I am talking about the 
immediate situation that we are facing right now. I think that is all, 
Mir. Chairman. 

Mr. Hinsuaw. Mr. Chairman. 

The Cuarrman. Mr. Hinshaw. 

Mr. Hinsuaw. I would like to ask the doctor if it is inherent in the 
operation of the railroads, even in what we might consider to be good 
times, and I guess the carloadings would indicate that, that there is a 
normal unemployment situation which would cause a normal draft 
on the unemployment insurance account, just as we find this $26 
million and $27 million, which I think we could consider pretty good 
a normal draft on the fund for sickness. 

Now, is there not a corresponding normal draft for unemployment 
compensation that arises by virtue of the inherent feature of the 
operation of the railroads? 

Dr. ParMELer. | find it a little difficult to answer that question, 
Mr. Hinshaw. I go again to this 4-year average which I will admit is 
not too long after 

Mr. HinsHaw (interposing). Let us not talk about an average, but 
a good year. There is bound to be some unemployment in any year? 

Dr. PARMELEE. Oh, ves. 

Mr. Hinsnaw. And is that not inherent in the operation of the 
railroads, because of lay-offs and the seasonal operations, and so forth? 

Dr. ParmMever. That is right. 

And, let me give you these ranges for unemployment only, not for 
sickness. 

In the last 4 vears the range has been from a minimum of $20 million 
in round figures to a maximum of $104 million; just in a 4-vear period. 
The average for the 4 years was $53 million per vear. 

Mr. Hinsnaw. But would you not say that that $20 million is an 
inherent change against the svstem? 

Dr. Parmecer. I would think that that would be a minimum 
charge; ves, sir. 

Mr. Hinsuaw. That would be inherent in the railroad operations. 

Dr. Parme.er. That was only for unemployment and the sickness 
benefits for that same vear were about $26 million. 

Mr. Hinsnaw. I understand that they are very close to each other. 
When the railroad employment stays at a fairly constant figure, it 
seems from statistics that have been handed to us that the sickness 
benefits are just about level; about $26 million or $27 million a year. 

Dr. ParmMe er. Well, if | may comment on that, in the year 1949 
lam talking about the calendar vear 1949. That was when our unem- 
plovment benefits went up to $100 million, but the sickness benefits 
in that year actually went down a little under the next previous year. 

Mr. Hinsuaw. Well, that is because you had a fewer number of 
employees, | would say. 

Dr. Parmecer. | think it is fair to sav where your une mployment 
benefits run about on a level, your sickness benefits would remain 
perhaps about on the same level. When there is a sudden increase 
or jump as there was in 1949 in your unemployment benefits, there 
is not a corresponding increase or at least there has not been in the 
past a corresponding increase in your sickness benefits. 

Mr. Hinsuaw. Would it be fair to sav that if we take the figure 
of $27 million a vear on the average, right along, for sickness benefits, 
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and add to it $20 million a vear that that would be a normal unem 
ployment benefit figure under the scale which vou have supplied aj 
the present time and that the total of say $47 million is a norma! 
figure? 

Dr. Parmeter. No. I think that is too low, Mr. Hinshaw 
Twenty-seven million dollars is about what the sickness benefits 
have averaged in the last 4 vears, since those benefits went into 
effect. However, 1 would think that $30 million which you men- 
tioned for unemployment is low, as the general average over the years 

Mr. Hinsnaw. What should it be? 

Dr. Parmecer. | wish I knew. 

Mr. Hinsoaw. Well, if that is low, is it $40 million? 

Dr. Parmecer. It has been $55 million in the last 4 vears. 

Mr. Hinsoaw. Well then say $53 million. That would total $80 
million a vear on an average, would it not? 

Dr. PARMELER. Yes. 

Mr. Hinsnaw. Well, therefore, vour fund is bound to go down i 
you do not contribute SSO million a vear, is it not? 

Dr. ParmMecer. Exactly; and that is the point | have been trying 
to make. 

Mr. Hinsnaw. Well now then, if vou add to that, a normal rise in 
benefits to correspond to the decrease in value of the dollar, you are 
coming pretty close to something like $100 million, or whatever the 
figure is, that would have to be contributed every vear to keep the 
fund balanced; is that not true? 

Dr. Parmever. That is right. 

Mr. Hinsoaw. Now, the fund is supposed to be a safety valve 
upon which vou draw at times of heavy unemployment? 

Dr. Parmecer. I think it should be so regarded; ves, sir. 

Mr. Hinsuaw. Well, I may be on the wrong premise, but I do 
not see why the contribution should not remain at what the norm ts. 

Dr. Parmeter. You mean to increase the tax rate to about what 
is considered to be the normal unemployment and sickness benefit 
rates. 

Mr. Hinshaw. Yes. 

Dr. Parmerer. In terms of annual payments? 

Mr. Hixnsuaw. What would that amount to, approximately? 

Dr. Parmeter. That would amount to, on the basis of the present 
law, it would amount to about 1.5 or 1.6 percent, or something like 
that. 

Mr. Hinshaw. Which is still below what the industry pays; still 
below what the industry pays. 

Dr. Parmecer. Still below what the industry pays? 

Mr. Hinsnaw. What industry pays on the outside. 

Dr. Parmeter. No; it is above what the industry is now paving: 
but it is below what the industry has paid over the past 10 or 12 
vears. 

Mr. Hinsuaw. | merely bring that up, because I look upon the 
unemployment fund just as I do my own little savings account, some- 
thing to draw on when I need it, and the rest of the time I had better 
live within my income; or else have income enough to cover my living 
expenses. 

Of course you have to balance those things with vour abilities too; 
but vou know what I mean. J would think it would be wise public 
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policy to establish an income rate for this fund which would just about 
balance a normal outgo and then to use any accumulated funds as a 
sifety valve or a safety cylinder so to speak from which vou could 
draw in time of severe conditions. 

Now, that would look normal to me. 1 would like to have any 
comments that vou would be willing to make on that. 

Dr. Parmeter. You understand that what I have referred to is 
based on the present act and not on the basis of the amendment. 

Mir. Hinsnaw. | understand that. 

Dr. ParmMecesr. If vou put it on that basis 

Mr. Hinsnaw. Well, then that has to be translated into the amend- 
ment of what we do ultimately agree on here. 

Dr. PARMELER. Exactly. 

Mr. Hinshaw. But | for one would not want to jeopardize this 
unemployment fund bevond the point where it is reasonable to assume 
that the rate of contributions that would be made annually might not 
take care of the draw-down on that fund that might oceur by virtue 
of a depression. I would not want to do that. | would think that 
would be bad public policy as well as private policy 

| wonder if vou want to comment on it. 

Dr. Parmeter. Well, | think that is one approach, Mr. Hinshaw. 
Of course that is not the position that the railroads are taking here, 
and | am simply making the comment that it is an approach which 
the committee might well consider. 

Mr. Hinsoaw. Well, if freight rates have to be adjusted to it, they 
will have to be adjusted, if that is the right thing to do. 

Mr. Have. Mr. Chairman. 

The Cuatrman. Mr. Hale 

Mr. Have. Dr. Parmelee, last vear the committee faced and at- 
tempted to deal with the problem of the deflated dollar in connection 
with the railroad retired men. To what extent is that problem 
analogous to this? If there is a difference, what is the difference? 

Dr. Parmeter. Well, it has some features which are on the same 
footing, of course, but 1 think there are differences between the two 
systems 

In the case of the retirement system, a man when he once retires, 
he is through with any chance of coming back into the industry and 
he must continue to live as long as he lives on his retirement allowance 
And | think this question of the buving power, the purchasing power 
of the retirement dollar, should receive, and I think has received a 
greater significance and be given greater importance than this unem- 
ployment benefit dollar, and | say, that, because of the fact that | 
have emphasized here over and over again, and that is that his wages 
have gone up, which in themselves reflect of course the lower pur- 
chasing power of the dollar, and men move into these higher brackets. 
which is not something which vou get in the retirement system. 

For that reason I think it is of less importance in connection with 
the unemployment system than in connection with the retirement 
system. 

Mr. Hate. You mean that justice to the railroad retired employee 
is something more fundamental than this pending legislation concern- 
ing his possible unemployment? 

Dr. Parmeter. | would not say more fundamental, Mr. Hale; 
but at least the unemployment benefits are temporary. They are 
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intended only to tide people over until they can get other employme:( 
or return to work, whereas a retirement allowance is at least in theory 
a complete living allowance for a man and his family. 

Mr. Have. In the one case you are dealing with an employee whio 
is going to be permanently unemployed by virtue of his age, and iy 
the other case you are dealing with an employee who is temporarily 
unemployed through sickness or other causes. In either case, of 
course, you have got to have benefits which are in some way com- 
mensurate with actual living costs. You agree with that? 

Dr. ParMe.ee. Yes, | think that isso. I think it is true that when 
men become unemployed, thev frequently have reserves of their ow: 
which help to tide them over short periods, which is much less likely 
to be the case in the instance of a man who retires for good and has 
got to live the rest of his life on what he has and what he gets from his 
annuity. 

Mr. Have. Your statement is an admirable one, but it seems to me 
to present the over-all plight of the railroads which I confess troubles 
me deeply. I wish we could settle that right here and now. I would 
like to have the railroads earn more money. 

That is all. 

The Cuarrman. Thank you, Dr. Parmelee. 

Dr. Parmeter. Thank you, Mr. Chairman and gentlemen, for 
your courtesy. 

The Cuarrman. Is Mr. Miller here? 


STATEMENT OF BENJAMIN B. KENDRICK, RESEARCH ASSOCIATE, 
LIFE INSURANCE ASSOCIATION OF AMERICA 


Mr. Kenprick. I am to present Mr. Miller’s statement. 

The CHAIRMAN. Suppose you present it for the record. We can 
read it just as well as you. 

Mr. KenpDRIcK. Well, I would like to have a short period to explain 
what is in it. 

The Cuarrman. How much time will it take you to cover it? 

Mr. Kenprickx. About 10 minutes. 

The Cuarrman. Whom do you represent, by the way? 

Mr. Kenprick. I work for the Life Insurance Association of 
America. 

Mr. Miller’s statement is on behalf of our organization and also thi 
American Life Convention. 

The Cuarrman. All right. 

Mr. Kenprick. I would like to say that Mr. Miller was here 
yesterday and the day before, but he could not be here today, as lhe 
had previously informed the committee staff. 

My name is Benjamin B. Kendrick, and I am a research associat 
with the Life Insurance Association. 

The American Life Convention and the Life Insurance Association 
together represent 235 life insurance companies. These companies 
have in force about 97 percent of all life insurance in force in the 
United States with legal reserve companies. 

The comments and recommendations of Mr. Miiller’s statement 
relate almost exclusively to the sickness benefits of the bill unde: 
consideration, and these benefits impinge directly on the voluntary 
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sickness and accident business. Over two-thirds of the voluntary 
sickness and accident insurance ‘issued by all types of insurance com- 
panies are furnished by the life insurance companies, for which I am 
testifying, and they are, consequently, concerned with 11 proposals 
affecting such insurance. 

The recommendations of Mr. Miller’s statement are summarized 
as a 

The provisions of the Railroad Unemployment Insurance Act 
should be recast to set up two separate programs—one of unemploy- 
ment compensation and the other of sickness and maternity insurance. 
‘The payroll taxes supporting the present combined system should be 

appropriately divided between the two programs, and the amount 
now to the credit of the railroad unemployment insurance account 
should likewise be appropriately divided between the two. 

The program of sickness and maternity insurance should utilize 
private insurance as an instrumentality for providing the compulsory 
benefits. This could be done through incorporation of suitable “‘con- 
tracting out” provisions. The life insurance business would be glad 
to cooperate with other interested groups in developing such provi- 
sions; they could undoubtedly be perfected during the present session 
of Congress. 

There should be no consideration of the level of the railroad 
sickness benefits until the foregoing recommendations are adopted. 
If they are adopted, and if some increase in the sickness benefits is 
deemed essential, then the liberalized benefits should not break new 
ground by going beyond the general benefit level of the four existing 
State sickness insurance systems. Also, employee contributions, at 
least sufficient to finance any benefit increase, ought to be introduced. 

His final recommendation is that prior to the adoption of the fore- 
going or any other changes in the Railroad Unemployment Insurance 
Act, a comprehensive study of that act would be desirable. One 
means of providing for such a study would be to broaden the study 
of the Railroad Retirement Act projected by Senate Concurrent 
Resolution 51 to encompass the Railroad Unemployment Insurance 
Act. Such a broadened study of the railroad programs should be 
integrated with a basic study of social security generally. 

Let me now outline the thinking behind these recommendations. 

The first recommendation is that the provisions of the Railroad 
Unemployment Insurance Act should be recast to provide separate 
programs of unemployment compensation and of sickness and mater- 
nity insurance. Little if anything is to be gained by commingling 
these two unlike programs, as at present, while there is an advantage 
to be had by separating them. 

Specifically, if they were separated, it would clear the way for the 
second recommendation, of using voluntary insurance through con- 
iracting-out provisions under the sickness insurance program. 

So, turning over to page 3, of the four State sickness insurance laws, 
only the first enacted—that of Rhode Island—creates a State monop- 
oly in the issuance of the compulsory insurance. And the Rhode 
Island law has been the least satisfactory of the four laws from the 
standpoint of the covered workers—-a fact easily supportable by data 
on record. 

In the other three States—California, New Jersey, and New York 
the employer is permitted to buy the required insurance from an in- 
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surance company. The provisions permitting the employer to do so 
are known as contracting-out provisions, although this is not precisely 
right as applied to the ‘New York law. In all of the three States 
having contracting-out provisions, the purchased policy must provide 
benefits at least as favorable as if not more favorable than those 
specified in the law. 

Under contracting-out provision an insurance contract: providing 
benefits more favorable than are required by the statute may of course 
be purchased. I can show you some figures in a minute that show that 
such more favorable contracts would often be purchased in the rail- 
road industry. In cases where a more favorable contract is purchased, 
only one set of administrative costs is involved rather than the double 
set of costs that must be met when there is a combination of voluntary 
protection on top of the compulsory benefits under the monopolistic 
compulsory system; and this increased efficiency by eliminating an 
extra set of administrative costs is reflected in lowered premium costs 

Another advantage of contracting-out provisions is that it is not 
practical to put a small thin laver of voluntary insurance on top of the 
compulsory benefits, because the administrative costs would be too 
high relative to the value of the voluntary benefits. But under 
contracting-out provisions, the policy can easily be liberalized over the 
requirements of the statute to any desired extent, even if a verv slight 
one. So, in cases of this sort, a monopolistic system for sickness 
benefits such as exists for railroad employees requires the employees to 
accept lesser benefits than they would otherwise get. 

Mr. HinsHaw. I do not like to interrupt the witness, but I wonder 
if this is not something that ought to be sold, if it is the correct thing, 
to the employers and emplovees before it is brought here. We do not 
want to impose a system on them that they do not want. 

Why do vou not bring this up to the employers and employees? 
We can not impose a system on them that they do not want. 

Mr. Kenprick. | think tt would be wise to explore that. 

Mr. Hinsoaw. Why do vou not sell that to these people who are 
in the business? 

Mr. Kenprick. [sit vour thought that if the rail association and the 
rail unions agreed that some contracting out provisions would be 
desirable, Congress might look favorably upon enacting such pro- 
visions? Is that vour thought, as I understand it? 

Mr. Hinsuaw. Generally speaking, when we find the railroads and 
the men in agreement, they find this group in agreement with them 

Mr. Kenprick. That is an interesting suggestion, I think. 

I might continue with some of the other points here. 

Mr. Hinsnaw. [ appreciate vour offering this, but I do not see an\ 
sense in presenting it to us until it has been sold to them. 

Mr. Kenprick. This was just one of four recommendations wit) 
respect to this bill. I think that what vou sav is largely right. On 
the other hand, there is no use selling it to them if vou all are neces 
sarily in favor of another svstem 

The Caarrman. The point brought out is that vou may have the 
cart before the horse 

Mr. Kenprick. | think that is a good point, and his suggestion 1s 
encouraging, that Congress might look favorably upon it in case the 
idea of contracting out provisions were sold to the rail employers 
and unions 
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Mr. Hinsuaw. I think if we could find the railroads and the men 
in agreement, we would hardly have to be called into session. 

Mr. Kenprick. Suppose, then, I drop the subject of contracting 
out, based on vour remarks. 

Mr. Hinsnaw. I suggest that you do so. 

Mr. Kenprick. I have a few more points to make, which will not 
take very long. 

With respect to the sickness benefits of the railroad system, we made 
a special study to find out for you the extent to which voluntary 
sickness and accident insurance exists on top of the compulsory sick- 
ness benefits, and we learned that over 600,000 rail employees now have 
voluntary sickness and accident insurance, and the average benefit 
is in the neighborhood of $20 a week. Thus, nearly half of the rail- 
road force has voluntary protection against loss of time caused by 
sickness in addition to the protection provided by the compulsory 
system. Moreover, voluntary sickness and accident insurance has 
in general been expanding at a very rapid rate in recent vears—a 
fact suggesting that many additional thousands of rail workers will 
acquire voluntary sickness insurance protection in the fairly near 
future, provided there is no increase in the compulsory benefits to 
preclude further coverage growth. 

The CuarrmMan. Mr. Kendrick, you have more than used your 10 
minutes already. 

Mr. Kenpricx. Well, I think in two more I ean summarize the rest 
of it. 

The CuarrMan. All right. 

Mr. Kenprick. But if the system is a monopolistic, compulsory 
system, if there is a large volume of voluntary insurance on top of the 
compulsory benefits, the facts that I just gave suggested the volume 
of premium income as about $20 million. If the compulsory monopo- 
listic benefits are raised, that obviously cuts into this area of voluntary 
insurance and represents the socialization of this much business. 
Consequently, we feel that that should not be done, that the benefits 
could be raised provided there were contracting out provisions adopted, 
because in that event there wouldn't be a net movement toward 
socialization. 

On my final point, the need for a broad study, we stress that the 
railroad unemployment insurance system is but one segment of the 
Nation’s broad social security structure, and that it is unwise to revise 
or liberalize one section of the composite social security structure 
without taking into effect its relationships to the rest of the structure; 
that the composite effect of social security ought to be fair and rea- 
sonable as among the various payroll taxpayers and the various bene- 
liclary groups. 

So, to sum up, it is urged that the committee not approve the pend- 
ug proposal. 

The extreme increases proposed, we believe, are contrary to basic 
social security systems. They would bring the railroads further out 
of line with other social security programs, and the increased benefits 
would further encroach on voluntary insurance. 

On the contrary, these suggestions would do a great deal toward 
improving the railroad unemployment insurance system. 

The CHarrman. Thank vou, sir. 

That ends the testimony, and we will adjourn. 
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(The statement of Mr. John H. Miller is as follows: ) 


STATEMENT OF JOHN H. Miter ON BEHALF OF THE AMERICAN LIFE CONVEN’ 
AND THE Lire INSURANCE AssocIaTION of AMERICA CONCERNING BILLS 
INCREASE THE UNEMPLOYMENT AND StckNess BENEFITS OF THE Ratire 
UNEMPLOYMENT [INSURANCE Act 


Mr. Chairman and members of the committee, mv name is John H. Mi! 
and I am vice president and actuary of the Monarch Life Insurance Co, of Spri: 
field, Mass. I am appearing on behalf of the American Life Convention and | 
Life Insurance Association of America, together representing 235 life insura 
companies. These companies have in force about 97 percent of all life insura 
in force in the United States with legal reserve companies. 

My statement deals with the legislative proposal—contained in the ident 
bills, H. R. 6525 and S. 2639—for a 50-percent increase in the maximum une! 
ployment and sickness benefits of the Railroad Unemployment Insurance A 
The comments and recommendations offered relate almost exelusively to 
sickness benefits, which impinge directly upon the voluntary sickness and acciden! 
insurance business 

Over two-thirds of the voluntary sickness and accident insurance issued by a 
types of insurance companies is furnished by the life insurance companies 
which I am testifving. Legislative proposals affecting such insurance. are c 


seq ently of coneern to them, 
SUMMARY OF RECOMMENDATIONS 


The recommendations in my statement nay be summarized as follows: 

1. The provisions of the Railroad Unemployment Insurance Act should by 
recast to set up two separate programs one of unemployment compensation re a 
the other of sickness and maternity insurance. The payroll taxes supporting 
the present combined system should be appropriately divided between the tv 
programs, and the amount now to the credit of the railroad unemployment 
surance account should likewise be appropriately divided between the two, 

2. The program of sickness and maternity insurance should utilize privat: 
surance @8 an instrumentality for providing the campulsory benefits. TT} 
could be done through incorporation of suitable ‘contracting out’ provisions 
The life insurance business would be glad to cooperate with other interested groups 
in developing such provisions: they could undoubtedly be perfected during 
present session o! Congress. 

3. There should be no consideration of the level of the railroad sickness benefits 
until the foregoing recommendations are adopted. If they are adopted, ai 
if some increase in the sickness benefits is deemed essential, then the liberaliz: 
benefits should not break new ground by going beyond the general benefit level o! 
the four existing State sickness insurance svstems Also, emplovee contributions 
at least sufficient to finance anv benefit increase, ought to be introduced. 

$. Prior to the adoption of the foregoing or any other changes in the Railroa 
Unemployment Insurance Act, a comprehensive study of that act would 
desirable. One means of providing for such a study would be to broaden the stud 
of the tailroad Retirement Act projected by Senate Concurrent Lesolution 5 
to encompass the Railroad Unemployment Insurance Act. Such a broaden 
study of the railroad programs should be integrated with a basie study of sor 
security generally. 

Let me now outline the thinking on which these recommendations are bas¢ 


SPLITTING THE RAILROAD UNEMPLOYMENT INSURANCE ACT INTO ITS TWO 
COMPONENTS 


My first recommendation is that the provisions of the Railroad Unemployment 
Insurance Act should be recast to provide separate programs of unemploymen! 
compensation and of sickness and maternity insurance. Little if anything is t 
be gained by commingling these two unlike programs, as at present, while ther 
is an advantage to be had by separating them. 

Specifically, separating the programs would clear the way for employers to 
permitted to purchase the sickness insurance protection required for their e1 
plovees from voluntary insurance organizations, pursuant to my second recom 
dation. Provisions to such effect, while not applicable to the unemploymen' 
compensation program, would be to the definite benefit of the carriers and 1 
rail workers if incorporated in the sickness insurance program. In & moment 
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will present some of the reasons for this statement. Incidentally, in none of the 
four States having both unemployment compensation and sickness insurance 
programs are the two merged together as in Railroad Unemployment Insurance 
Act. 

tecasting that act so as to provide for two separate programs would involve 
some problems, especialls in working out an appropriate division of the support- 
ing payroll taxes and of the funds credited to the railroad unemployment insurance 
account. However, these problems are not fundamentally difficult, and it is 
believed they could be readily solved. 


UTILIZING THE FACILITIES OF INSURANCE COMPANIES TO PROVIDE THE COMPULSORY 
RAILROAD SICKNESS BENEFITS 


Of the four State sickness insurance laws, only the first enacted—that of 
Rhode Island—creates a State monopoly in the issuance of the compulsory in- 
surance. And the Rhode Island law has been the least satisfactory of the four 
laws from the standpoint of the covered workers—a fact easily supportable by 
data on record. 

In the other three States—California, New Jersey, and New York—the em- 
ployer is permitted to buy the required insurance from an insurance company. 
The provisions permitting the employer to do so are known as “‘contracting-out’’ 
provisions, although this term may not be technically accurate as applied to the 
New York statute. In all of the three States having ‘‘contracting-out”’ provi- 
sions, the purchased policy must provide benefits at least as favorable as those 
specified in the legislation. 

Under “‘contracting-out’’ provisions an insurance contract providing benefits 

more favorable than are required by the statute may of course be purchased. 
Some figures I will present shortly indicate that such more favorable contracts 
would often be purchased in the railroad industry. In cases where a more favor- 
able contract is purchased, only one set of administrative costs is involved rather 
than the double set of costs that must be met if equal total benefits are provided 
through a combination of voluntary protection and the compulsory protection 
furnished by a monopolistic system. This increased efficiency is reflected in 
lowered premium costs. 
Another advantage of ‘‘contracting-out”’ relates to the fact that it is not practical 
to provide a very smal amount of voluntary protection in addition to m onop- 
olistie benefits, because the administrative costs would be too high relative to 
the value of the voluntary benefits. However, under ‘‘contracting-out’’ provi- 
sions, the policy can easily be liberalized over the requirements of the statute to 
any desired extent, however slight. So, in cases of this sort, monopolistic legis- 
lation requires the emplovees to accept lesser benefits than they might otherwis 
have. 

In general, above the minimum he statutory benefits the emplover and 
his employees gain wide flexibility ur r “contracting-out’’ provisions in the 
protection they may have. A policy can be purchased, closelv tailored to meet 
the needs, desires, and premium-pavin 
plovees, and changes can be made readily from time to time, if and as desired. 

Also, a program including not only cash siekness be its but also group life 
ins Irance, hospital expense i? surance Ireice Cr ; a Iirance, and or gene ral 
medical expense insurance may be desired f these variou Vpes ; 
protection can all be provided in one pac I 
satisfaction as well as further savings in admini * expense 
flexible one-package protection, of i le under a monpolistic 
sickness insurance system 

Still another advantage of ntracting- a hs I »emplover is er eoura re | 
to take a greater interest in the . 1 of I i | Ss thi tinder a monopolistic 
system. His net premiums will usu: Ive a lat lement of experience 
rating, and in consequence it will be directly in his financial self-interest to aid his 
enployees in avoiding sickness and in encouraging them to take the necessary 
steps for pr ymipt recovery whet si KI es d o> strike 

All in all, while the covered employers and emplovees can lose nothing by 
having the optional right to purchase the required protection from ¢ ive 
insurance company, they may in many instances find it highly advantage us to do 

» Hence, if anv amendments to the Railroad Unemplovmer rance Act are 

receive further consideration at the present session of ¢ ngere he: tion of 

ontracting-out”’ provisions for t i 
a top order of priority 


f 


g abilitv of the emptover and his em- 
: 
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It should be recognized that there are some rather difficult technical proble: 
to be overcome in framing suitable “contracting-out” provisions. However, «. 
mentioned in my summary of recommendations, these problems could undoubted! 
be worked out satisfactorily during the present session of Congress. The lif 
insurance business would be glad to cooperate in the task. 


THE BENEFIT LEVEL FOR RAILROAD SICKNESS INSURANCE 


By a special survey we have determined that over 600,000 rail employees now 
have voluntary sickness and accident insurance, with the average benefits bei: 
in the neighborhood of $29 a week. Thus, nearly half of the railroad labor fore 
has voluntary protection against loss of time caused by sickness in addition to thy 
protection provided by the compulsory system. Moreover, voluntary sickn: 
and accident insurance has in general been expanding at a very rapid rate 
recent vears—a fact suggesting that many additional thousands of rail workers 
will acquire voluntary sickness insurance protection in the fairly near futur: 
provided there is no increase in the compulsory benefits to preclude further 
coverage growth. 

Actually, of course, an increase in the compulsory benefits—if they remain on a 
monopolistic basis—would not only operate to prevent further growth in the 
number of railroad workers having voluntary sickness and accident insurance, but 
would encroach upon the voluntary protection already in force. And the amount 
of voluntary protection now existing represents a not insignificant segment of free 
enterprise—the annual premium volume being over $20,000,000. The life- 
insurance companies, which as I mentioned do a large proportion of the sickness 
and accident insurance business in the United States, naturally do not want to se« 
that business gradually socialized. 

It is consequently our view that—with voluntary sickness and accident insurance 
so widely held and so widely available—there should be no increase in the benefits 
of the compulsory railroad sickness insurance system so long as that system 
continues to be monopolistic. However, if the sickness insurance system is 
separated from the unemployment compensation system, and if ‘“contracting-out”’ 
provisions are adopted, then private insurance companies would have an oppor- 
tunitv to function within the framework of the compulsory law, end it would be 
possible to increase the compulsory sickness benefits without a net movement 
toward socialization, 

If such an inerease in the sickness benefits is deemed essential, it should none- 
theless be modest. The sickness benefits now provided under the Railroad 
Unemployment Insurance Act have fallen but slightly behind those of the four 
State systems; and each of the State systems is supported in whole or in part by 
employee contributions, while the railroad sickness benefits are of course 
financed entirely from payroll taxes paid by the carriers. 

Consequently, if the railroad sickness insurance system is not to break new 
ground and get further out of line with these comparable programs, then the most 
that conceivably ought to be done toward increasing the railroad sickness benefits 
would be— 

(a) a modest benefit increase designed to put the railroad sickness benefits 
completely on a par with those of the four State systems, but conditioned 
upon 

(b) the introduction of employee contributions at least sufficient to finance 
the benefit increase. 

Certainly, to increase the railroad sickness benefits, in the absence of employee 
contributions, would put the railroad system further ahead of the State systems 
than it is at present. And even the adoption of employee contributions to the 
extent suggested would leave the railroad system quite a distance ahead in that 
the railroad workers would then be paying only a minor fraction of the cost of the 
liberalized benefits, while workers under the State systems, to receive equa! 
benefits, would be continuing to pay a much larger fraction of the total costs. 

Let me emphasize that, in general, for the two railroad social-security programs 
to continually break new ground by pushing benefits beyond those provided by 
other comparable programs is a serious matter. To begin with, it is contrary to 
widely held theory for any compulsory social-security system to provide more 
than a minimum laver of basic protection. But when the railroad programs go 
beyond other comparable programs, not only is such theory violated but elements 
of discrimination are involved in that railroad workers thereby enjoy unwarranted 
advantages over employees generally, while the carriers as well as the rail workers 
are called upon to pay disproportionately high payroll taxes. Moreover, and 
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even more serious than the direct effects, unduly high railroad benefits encourage 
the other Federal and State social-security programs to seek to close the gap by 
correspondingly increasing their payroll taxes and benefits. Thus, the railroad 
programs become a potent engine for general social-security overexpansion. 


NEED FOR BROAD STUDY 


What I have said so far may already have suggested some of the reasons for 
my final reeommendation—that before the changes I have discussed, or any other 
changes, are made in the Railroad Unemployment Insurance Act, a comprehensive 
study would be desirable. 

Desirably, the Railroad Unemployment Insurance Act should not be viewed 
as a thing apart-—to be amended or revised on short notice without regard to 
related programs—on the contrary, it should be seen as only one segment of the 
Nation’s composite social-security structure. While this structure includes 
various separate pieces of legislation, at various governmental levels, offering 
various types of benefit, the combined effect should be both consistent with sound 
principles and equitable as among the various payroll taxpayers and the various 
beneficiary groups. 

Because of the need for adequate consideration of these matters, the Railroad 
Unemployment Insurance Act should not be amended in haste. Careful study 
is necessary. Specifically, the pending study of the railroad retirement system, 
pursuant to Senate Concurrent Resolution 51, might desirably be broadened to 
include a thorough study of the Railroad Unemployment Insurance Act and of 
proposed changes in it. If this should not be feasible, however, no doubt a 
separate study of the Unemployment Act could be arranged, to be conducted 
concurrently with the study under Senate Concurrent Resolution 51 and in close 
conjunction with it. 

Let me stress that the study of general social security projected by Senate 
Resolution 300 is the fourth congressiona! study of the topic which has been found 
necessary since the work of the Committee on -conomic Security led to the passage 
of the original Social Security Act in 1935. But during this period there has been 
no comparable study——-by an impartial group acting under congressional authori- 
zation—of the railroad social-security programs. It seems about time that such 
a study be made. 

However, as I have indicated, even a study such as just suggested would not 
really go far enough. Not only do the railroad social-security programs appear 
to be somewhat out of step with other social-security programs, but the other 
programs themselves seem to go off in various directions, pursuing divergent aims, 
and all too frequently vielding anomalous results. 

What is really needed is a broad, over-all study which would seek to determine 
fundamental social-security principles, and which would make recommendations 
for broad revisions in each of the various pieces of Federal social-security legisla- 
tion (including the railroad social-security legislation) in order to bring each into 
line with fundamental principles. If Congress considered it feasible to launch 
such a study at this time, perhaps the details could be worked out by integrating 
the basic social-security study projected by the Senate under Senate Resolution 
300 with the broadened study under Senate Concurrent Resolution 51 envisaged 
above. 

In general, it seems inevitable that sooner or later some order must be brought 
out of the growing chaos characterizing the Nation’s social-security structure. 
Basie studies of the problems and issues involved are an essential first step toward 
achieving order. The sooner they are launched the less our future difficulties 
may be. 

CONCLUSION 


In conclusion, it is urged that the committee not approve the pending proposal. 
The extreme increases proposed in the railroad sickness benefits appear contrary 
to basie social-security principles; they would render the railroad sickness insur- 
ance program further out of line with other social-security programs; and the 
nereased benefits would further encroach on voluntary insurance. On the con- 
trary, the committee has a real opportunity to take steps such as I have discussed 
toward harmonizing the railroad programs with basic social-security principles, 
with other social-security programs, and with voluntary insurance activities, 

Thank vou for the opportunity of presenting these views. 


Mr. Scuorene. Mr. Chairman, there have been a good many com- 
ments made by opponents of the bill since the proponents testified. 
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. 
We, of course, have had no opportunity to put in any rebuttal, and 
I don’t want to take the time i the committee to request that, but 
I would like to have leave from the committee to file a brief memo- 
randum by way of rebuttal comment. 

The CuarrmMan. I think there will be no objection to that. 

Mr. Cuenowetx. Mr. Chairman, I wonder if Mr. Schoene would 
be kind enough to furnish us with statements showing the sickness 
benefits vear * vear. 

Mr. Scnornr. | would be very glad to do that. They are in the 
record in Mr. Souby’s exhibits, but I will be glad to include them also. 

Mr. CoenowerH. You made a very clear and concise statement 
on the unemployment phase, and I would like to have them side by 
side. 

The Cuarrman. Is there any objection? 

Mr. Sousy. Mr. Chairman, may we have the same _ permission 
to file, if we see fit, replies to the written statements that have been 
submitted here, which we have had no chance yet to examine? 

The CHarrMAN. Yes. 

Mr. Souny. What is the time fixed for that? 

The CHarrMAN. Five days. 

Mr. Souny. That is all right. 

The CuarrmMan. That will apply to both of vou. 

There being nething further, the committee will adjourn. 

(The following statements referred to were submitted for the 
record: ) 


REBUTTAL STATEMENT OF LEsTER P. ScHOENE ON BEHALF OF Rathway Lapor 
EXEcUrTIvES’ ASSOCIATION 


Opposition to the enactment of the bill has been expressed from only two 
sources: (1) the Association of American Railroads supported by the carrier 
representative on the Railroad Retirement Board; and (2) the American Lif 
Convention and the Life Insurance Association of America. I shall deal briefly 
with the arguments presented by each. 

The opposition of the railroads is based on the contention that the Railroad 
Unemployment Insurance Act is already more liberal than the State laws ap- 
plicable to other industries and that under these circumstances there is no justifica- 
tion for subjecting the railroads to the increased rate of contributions that the 
revision of daily benefit rates would eventually bring about 

The great bulk of the argument advanced by the carrier witnesses is devoted to a 
comparative analysis of the Railroad Unemployment Insurance Act and the 
various State unemployment compensation laws. I shall have some comments 
on those comparisons but it should be pointed out first that the issue bere is not 
primarily one of the comparative liberality of the railroad svstem and the State 
systems. The proponents of the bill have not urgedits enactment on the ground of 
its being necessary to match the liberality of Statelaws. Mr. Harrison’s testimony 
states the basis upon which the enactment of the bill is primarily pronosed, name ]\ 
that the change in values that bas occurred since 1940 and 1946 when the present 
benefit rates were established is such as to make it urgently necessary that tli 
railroad unemployment insurance program be adjusted to present-day values 
so 2s to restore the degree of protection that railroad employees formerly had 

Mr. Harrison also pointed by reference to the Moody-Dingell bill and the 
President's comments thereon that this same problem has reached emergency 
proportions under the State unemployment compensation svstems. He com- 
mented, however, that the railroad system seemed to be in somewhat worse 
condition in this respect than the State laws and my table No. 5 shows this to be so 
However, even if this were not so, the case for the enactment of the proposed 
amendment to the railroad act would be the same. That case, as stated above, 
rests on grounds to which comparisons with State laws are largelv irrelevant and 
with respect to which relevant comperisons are confined to benefit rates. 

It thus appears that the analyses made in the carrier testimony are almost 
WwW holls beside the point. In the effort to show tl e greater liberality of the railroa i 
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system as compared with State systems the carriers resort to comparisons of such 
factors as Minimum qualifving earnings, ratio of maximum annual benefits to 
minimum qualifying earnings, duration of benefits and the payment of benefits 
‘for unemployment due to sickness. Although it cannot be denied that all of these 
factors are relevant to an over-all appraisal of comparative general liberality, 
the bill before the committee does not put them in issue here. In previous 
considerations of the railroad svstem, Congress, having before it the corresponding 
provisions of State laws, has fixed the present qualifying conditions, the duration 
of benefits, the provision for paving sickness benefits, and so forth, and there is no 
proposal here to change any of t the minimum qualifving 
conditions and in this respect the proposal is to establish less liberal rather than 
more liberal qualifving conditions. 

As Mr. Harrison pointed out in h 
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plete facility to bring about the unemployment of the higher wage earners. | 
us take, for example, a reduction in the work performed at a shop with a « 
sequent force reduction. 

The likelihood is that those who are furloughed will include an approximat: 
equal proportion of mechanics, helpers, apprentices, and laborers. Norma 
the mechanics do not have seniority rights in the other classifications, so mechan 
will be out of a job when persons with perhaps lesser seniority in their classific: 
tions will continue to work as laborers, helpers, or apprentices. Since the n 
chanies are paid a uniform rate the amount of unemployment benefit payment 
not affected by the fact that among the mechanies it is the junior mechan 
rather than the senior mechanics that are laid off. 

It is thus apparent that the unfavorable comparison of average weekly benefi 
between the railroad system and the State systems cannot be explained away 
differences in employment or lay-off practices. 

Aside from comparison with State laws the carriers bave also sought to sho 
that the benefits under the Unemployment Insurance Act have kept pace with 1) 
change in values. No such showing can be made. Mr. Harrison’s testimo: 
demonstrated irrefutably that both at minimum wage rates and at average wag 
rates the unemployment benefits today cover a much smaller proportion of 1! 
wage loss than they did in 1940 and that even with the new rates proposed in 1 
bill the degree of protection enjoyed in 1940 would not be fully restored. 

The apparently conflicting showing made by Mr. Souby’s exhibit No. TIT i: 
volves the fallacy of basing the comparisons on the wholly inadequate standard 
of the original 19388 act. He thus seeks to set off against changed economie co: 
ditions since 1940 the improvements in benefits that Congress enacted in 1940 
because of the recognition that the original benefits afforded inadequate protectio: 
under then existing conditions. There was virtually no change either in wages or 
in the cost of living between the original enactmert of the Unemployment Insur 
ance Act and its amendment in 1940. The 1940 amendments were based solely 
on the inadequacy of the original provisions. The House Committee on Inter- 
state and Foreign Commerce in reporting the bill stated: ‘‘15 months of experienc: 
in tne payment of benefits under the act have made it clear, not only that mor 
reasonable benefits could be paid but that large idle reserves would accumulate i! 
immediate action were not taken to bring the benefit payments more nearly into 
line with the original conception of what would constitute decent protection.” 
It is since 1940 that changing economic conditions have impaired the protectior 
then established and it is only in relation to 1940 protection that present-day 
protection can be validly compared. 

Had Mr. Souby based his comparisons on 1940 rather than 1939 his figures 
would show the same condition that Mr. Harrison described. For example, o1 
sheet 1 of his exhibit III the weekly unemployment benefit amount for 1940 
would be $12.50 and the corresponding figure of $25 for January 1952 would by 
an increase of 100 percent, whereas, as the exhibit shows, the weekly wage los- 
has increased 200.8 percent thus cutting the protection in half. Similarly on sheet 
2 the 1940 weekly benefit amount would be $15 and the January 1952 figure o! 
$20 would represent an increase of 3314 percent, whereas the exhibit shows thy 
weekly wage loss to have increased 89.2 percent. On sheet 3 the 1940 weekly 
benefit would be $20 and the increase to $25 in January 1952 would represent an 
increase of only 25 percent, whereas the exhibit shows the weekly wage loss to 
have increased 89.2 percent. With respect to sheet 4 even the comparison based 
on 1939 shows a shocking reduction in the degree of protection provided. Even 
on that comparison it appears that the unemployment benefit amount has in 
creased only 118.8 percent, whereas the weekly wage loss has increased by 24{.2 
percent. 

It thus appears that when Mr. Souby’s figures are properly analyzed the) 
substantiate rather than refute the testimony of the proponents of the bill. 

The carriers also sought to show that they do not enjoy the same degree of | 
prosperity as other industries. The relevance of that testimony is not apparent 
The fact is unchallenged that the enactment of this bill will have no effect on the 
contribution rate for some years to come. What their financial condition may bx 
when the sliding scale operates to increase the contribution rate is anybody's 
guess. In any event, it is clear that their financial condition now is far better tha: 
it was in 1938 when Congress considered that they could afford to pay a 3-percent 
payroll tax for the support of the unemployment compensation system. It is 
likewise unchallenged that as against this basic rate they have saved over 
$388,000,000 since 1948 through operation of the sliding scale because the benefits 
have never been sufficient to absorb the financing. The sliding scale was designed 
to permit the carriers to enjoy a reduced rate of contribution during such period 
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as the full 3-percent contribution might not be required for the payment of bene- 
fits. The carriers are now trying to convert it into an obstacle in the way of 
making necessary adjustments of benefits. 

The insurance companies make essentially two points. First they are opposed 
io any increase in sick benefit payments under ‘the railroad unemployment insur- 
ance system as it is now set up for fear that this will interfere with their selling 
commercial health and accident insurance to railroad employees. Second, they 
would like to see the system revised so as to provide for compulsory insurance but 
ona “contracting out” basis so that the insurance companies could sell protection 
that the railroads and their employees would be required by law to buy. 

The first argument is essentially the same as that which the insurance com- 
panies propounded when benefits for unemployment due to sickness were first 
under consideration. We pointed out then that if the insurance companies 
adequately understood their own self-interest they would take a contrary position. 
We predicted that the protection against wage losses due to unemployment 
caused by sickness would make employees insurance-conscious and they would 
seek voluntary commercial protection against the other losses incurred. through 
sickness or disability. Apparently this has occurred since the spokesman for the 
insurance companies tells us that voluntary sickness and accident insurance has 
in general been expanding at a very rapid rate in recent vears. Their argument 
has no more validity today against the adjustment of benefits to correspond with 
current values than it had originally against the provision for any benefits. 

The second argument is a new one and a thoroughly astounding and shocking 
one. The suggestion is made in the name of free enterprise that governmental 
authority should be used to require the purchase of insurance that private profite 
making institutions would sell for a profit. That is not free enterprise but a mani- 
festation of fascism. 

The argument that by this means greater efficiency could be obtained and better 
insurance values at lesser cost is such obvious nonsense as to require refutation. 
The test of efficiency in providing insurance protection at low cost is what is the 
ratio of benefits paid to other expenses incurred in the program. A comparison 
on this basis, of course, leaves out of account the profits that private companies 
would expect to make and which the Government does not make. lIowever, 
disregarding profits, it is perfectly apparent that the private companies do not 
approach the railroad unemployment insurance system in the efficiency at which 
protection is provided. 

During the period that the railroad unemployment insurance system has pro- 
vided for sick benefits the total administrative expenses for the administration 
of the sick benefits have been slightly less than 7 percent of the benefits paid 
(Railroad Retirement Board Annual Report, 1951, tables A-I and A-6). Ac- 
cording to figures given in the 1951 edition of Best’s Fire and Casualty Aggregates 
and Averages the stock insurance companies writing group accident and health 
insurance incurred adjustment and underwriting expenses aggregating 24! per- 
cent of the benefits paid. The ratio for the mutual companies would be somewhat 
lower with respect to group accident and health. On the other hand, with respect 
to upsezregated accident and health stock companies, the figures show that the 
adjustment and underwriting expenses were 121 percent of the benefits paid. 
It is thus perfectly apparent that no case can be made for contracting out on 
grounds of efficiency. 


SUpPpLEMENTAL STATEMENT OF JAMES M. Soury, GENERAL SOLICITOR OF THE 
ASSOCIATION OF AMERICAN RaILRoAbDS, CONCERNING H. R. 6525 ano ReLatep 
BILLs 


This statement is submitted by James M. Souby, general solicitor of the Associa- 
tion of American Railroads, pursuant to leave granted by Chairman Crosser at 
the conclusion of oral hearings on H. R. 6525 and related bills. It is confined to 
a discussion of the presentation made by Mr. William J. Kennedy, Chairman of the 

tailroad Retirement Board. 


GENERAL QUALITY OF CHAIRMAN KENNE py's PRESENTATION 


The general quality of Chairman Kennedy’s presentation is fairly well indicated 
by what he said orally at the time he presented his written statenent. He gave 
as his reason for supporting the proposed liberalization of benefits under the 
railroad unemployment insurance system his conviction that the present benefits 


are woefully inadequate. In an attempt to establish their inadequacy, he painted 
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a pitiful picture of a man, with a wife and children dependent upon him for support, 
who is laid up in an expensive hospital and receiving a sickness benefit under the 
present railroad system of only $8.75 per week. He completely overlooked the 
fact that if the proposed amendment were now in effect this poor fellow would 
not be drawing any benefits at all, since the $8.75 weekly benefit is payable on}, 
to persons with base-year earnings below $275, and the proposal here is to raise 
the minimum qualifying amount to $300. And that, by the way, is the on! 
feature of the proposed amendment which has the slightest justification. 

A similar tendency to disregard essential facts pervades the Chairman’s entir 
presentation. For example, in undertaking to compare the railroad system wit! 
the various State svstems with respect to liberality of benefits, he confines his 
comparisons entirely to the matter of the benefits for unemployment, in complet: 
disregard of the sickness benefits which the railroad system, alone of all existing 
unemployment-insurance systems, also pays at the sole expense of the employers. 

For example, on page 10 of his written statement he says that “In 16 States, 
with 60 percent of the covered workers, the maximum amount payable for a year 
exceeds the maximum for unemployment under the Railroad Unemployment 
Insurance Act.’’ This statement is not even colorably supportable if sickness 
is to be regarded as merely one form of unemployment, as the sponsors of the bil! 
have so long and so persistently contended. In no State system can anyon 
receive a maximum amount of emplover-financed benefits even approaching those 
payable in a benefit year for both unemployment and sickness under the Railroad 
Unemployment Insurance Act. 

Again, on page 10 of his written statement, we find the Chairman emphasizing 
the fact that “in Massachusetts it is possible for the unemployed worker with 
dependents to receive as much as his average wages before he became unem- 
ployed.”’ He completely ignores the fact that under the railroad system, with no 
allowances for dependents, the benefits quite frequently are far greater than the 
averaze wages of the beneficiary while in railroad employment. This was shown 
in my testimony where I gave an actual example of a matron who has worked every 
month in the year for a railroad in 1949, earning an average of $20.80 per month. 
On the strength of those earnings, she drew benefits of $43.33 per month for 6 
months, or more than twice her average monthly earnings while working. If she 
had happened to get sick after exhausting her unemployment benefits, she could 
have gone on drawing the $43.33 per month for another 6 months. 


GENERAL TEMPER OF CHAIRMAN KENNEDY'S PRESENTATION 


In his oral remarks at the time he presented his written statement, Chairman 
Kennedy made it quite clear that he was not at all concerned whether the amend- 
ment proposed in the pending bill would result in benefits for unemployed or sick 
railroad workers far in excess of those provided for workers in other industries 
under the various State unemployment-compensation systems. In facet, he said, 
he thought that would be a most desirable result. A similar sense of utter ir- 
responsibility for the results of the bill which he is championing pervades his 
entire presentation. 

For example, other administrators of unemployment-insurance programs regard 
it as being just as essential to safeguard against the payment of excessive benefits 
as it is to provide adequate benefits. But not Chairman Kennedy, as evidenced by 
his utter disregard for the fact that under the bill which he is championing (as 
also under the present law) many persons could receive benefits while not working 
far in excess of what they earned while working. This does not refer merely to 
total benefits. As shown in the actual case of the matron mentioned above, it 
applies to the monthly benefits as well as to total benefits. 

The Chairman himself says (pp. 7-8 of his prepared statement) that “workers 
earning less than $300 per month in the railroad industry are generally employed 
elsewhere in part of the base year.”” That is equally true of workers earning 
considerably more than $300 in their base year. This is obvious when it is 
remembered that the minimum weekly straight-time pay on the railroads is now 
over $55, so that earnings of $300 represent at most less than 6 weeks of railroad 
work. Quite obviously, railroad work c uld ordinarily represent but a small frac- 
tion of the base-year work of any man who could qualify only for the proposed 
minimum of $15 per week. Yet all who could so qualify would be entitled to 
benefits at the rate of $65 per month for a possible duration of 12 months (6 months 
each for unemployment and sickness), a potential maximum total of $780, or 
$480 more than the base-year earnings on account of which the benefits would 
be paid. 


“ce 
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Again, other administrators of unemployment-insurance programs regard it as 
being just as essential to safeguard against the payment of benefits to persons who 
do not deserve them as it is to provide reasonable benefits for those who do deserve 
them. Not so Chairman Kennedy. For example, the railroad unemployment- 
insurance system stands alone among all unemployment-insurance system: in its 
failure to disqualify for benefits for any period a person whose unemployment is 
due to the fact that he was discharged or suspende d from his last job for rood 
cause. It also stands alone among all unemployment-insurance systems in its 
failure to provide an effective disqualification of a person whose unemployment is 
due to the fact that he is on a strike. In making no recommendation for an 
improvement of the act in these respects, Chairman Kennedy's attitude is in 
striking contrast with that of other administrators of social-insurance programs. 

For example, Mr. Robert C. Goodwin, Director of Unemployment Security, 
United States Department of Labor, in testimony presented by him in December 
1950 at hearings before the Ways and Means Committee on H. RK. 8059 in the 
Kighty-first Congress, said: 

“All State laws * * * disqualify workers who leave their work without 
good cause, are discharged for misconduct connected with their work, who refuse 
suitable work without good cause, or whose unemployment is due to a labor 
dispute. Both the Bureau and the States recognize that disq'alification for these 
‘auses is necessary. Such provisions limit the payment of benefits to unemploy- 
ment due to the risk the laws were originally intended to insure: the risk of 
involuntary unemployment due generally to the inability of the claimant to find 
suitable work.” 

Mr. Goodwin also testified, at the request of Senator Neely, on a bill (S. 3257 
introduced by the latter in the Eighty-first Congress to liberalize the District of 
Columbia Unemployment Compensation Act. The bill, which had the support 
of the Washington Central Labor Union, proposed, along with its liberalization of 
benefits, to lengthen the periods of disqualification for various causes. Mr. 
Goodwin said with respect to this feature of its proposals: 

“It has been pointed out that, as the benefits are made more adequate, the 
qualifving wage requirements are made more strict. The same is true of the 
disqualification provisions. These provisions delineate the risks to be covered by 
the program. As was indicated at the beginning of this statement, unemployment 
insurance is designed to protect workers who are involuntarily unemployed, are 
able to work and willing to accept work. Hence the laws preseribe that workers 
who leave work voluntari!y without good cause or are discharged for misconduct 
connected with the work or refuse suitable work shall be disqualified for a period. 
The existing District of Columbia law disqualifies a worker who left work volun- 
tarily or refused suitable work for the week of the disqualif\ ing act and the three 
following weeks; a worker who is discharged for misconduct is disqualified for that 
week and up to the four following weeks. 

“S. 3257 would increase the disqualification period for all these causes from the 
week of the disqualifying act plus the 5 weeks of consecutive unemployment 
immediately following. It would set a reasonable period after which a claimant’s 
unemployment should be compensated, because it may be said to be the result of 


labor-market conditions and no longer due to his own Gisqualifving act.” 


, 
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MORE DETAILED ANALYSIS OF THE KENNEDY STATEMENT 


1. The Chairman’s arguments for adopting the proposed new schedule of 
benefits are not based on an evaluation of all significant facts but, instead, on 
certain carefully selected facts to the exclusion of all others. 

For example, the whole argument under the heading ‘‘Need for increase in 
lower wage brackets” is based on the increasing degree to which, because of 
increased wave rates, these brackets provide weekly benefits which are relatively 
mall in comparison with the full-time weekly wages of many of the beneficiaries 
vho fall within those brackets. On this basis alone he concludes: 

“It is necessary to increase rates all along the line as is proposed by the bill 
inder discussion. This will help to restore the relationship of benefits to earnings 
to a more equitable basis.” 

He thus limits his argument to the relationship of the weekly benefit to the 
full-time wages of employees, in utter disregard of the fact that under the railroad 
system benefits are not based on a man’s rate of pay while working, but on his 
total earnings in his base year, regardless of the time in which they were earned, 
and in utter disregard of the fact that a man whose base vear earnings fall in these 
lower brackets could not possibly have worked more than a few months, or more 
than a few days in each month, of his base year. He thus also completely ignores 
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the important matters of part-time workers, the length of service which shou 
be required to qualify for any benefits at all and the duration of benefits for tho- 
who can barely qualify. 

2. An analysis of the significant facts ignored by the chairman leads to 4 
conclusion directly opposite to his conclusion that the proposed new schedule j- 
justified. 

The benefit of $3 per day, or $15 per week, now applies to persons with total! 
base year earnings of from $1,000 to $1,299.99. The proposal which the chair- 
man supports would make this the minimum benefit and make it applicable to 
persons with base year earnings of only from $300 to $474.99. The last published 
statistics of the Board dealing with ‘‘months of service’ show that in 1949 over 
1,500 railroad employees who worked in every month of the year had total wage: 
falling within this $300-$474.99 bracket, which means that they had average 
earnings of only from $25 to $40 per month. These are, of course, either person: 
who work only 2 or 3 days a month, such as extra payroll clerks, or persons w! 
are employed around an hour a day, such as part-time station agents at countr) 
stations. Under the proposed schedule, such persons would receive $65 per mont 
when unemployed or sick for a maximum period of 6 months in each case, or for 
a potential period of 12 months in each benefit vear, though their maximun 
earnings from their railroad employment averaged only from $25 to $40 per 
month. 

When it is recalled that the minimum straight time weekly wage now paid by 
the railroads is over $55, it is obvious that the beneficiaries falling within this pro- 
posed $300-$474.99 bracket would be persons who worked only on a part-tim: 
basis in their base year or persons who worked full time for less than 9 week- 
These would all qualify under the proposed schedule for a potential 12 months of 
benefits at $65 per month, or in a potential total amount of $780, ranging from 
$305 to $480 in excess of their qualifying base-year earnings. 

On page 9 of the chairman’s statement, he asserts that “State laws are parti- 
cularly advantageous to workers with less than full employment in the base 
period.”’ This, he says, ‘‘is because most State laws base the weekly benefi 
amount on a fraction of the high-quarter earnings rather than the total for the 
year as does the Railroad Unemployment Insurance Act.’’ He completely ignores 
the fact that, except for their own election to persuade the Congress to set up a 
separate system of their own design, railroad employees would now enjoy all the 
alleged advantages of the State svstems. He also ignores the fact that in basing 
benefits on total base vear earnings the railroad system is far more advantageous 
to part-time workers, as distinguished from short-time workers, than it would b: 
if it followed the plan of most State laws and based benefits on high-auarter 
earnings. 

As an example of the alleged more advantageous treatment of “short-service 
emplovees”’ under the State systems, he refers to the Illinois system, under which 
an employee earning only $600 in his base year ‘‘might be eligible for benefits of 
$27 per week but could at the present time receive only $11.25 a week in railroad 
benefits.”” He sees no point in mentioning that the benefit for such a person under 
Illinois law might just as well be $10 per week as $27 per week, depending on how 
the $600 in earnings might be spread over the 12 months of the base year. While 
admitting that this apparently greater liability of the Illinois system ‘‘is offset 
to some extent, of course, for total possible benefits in a vear,’’ he does not indi 
cate the extent to which it is in fact offset. Instead, he forsakes Illinois entirely 
and refers to the fact that all benefits under the railroad system run for the maxi- 
mum period of 26 weeks “as compared with a variable maximum related to base 
year earnings under most, but not all, State laws.”” Thus, not a word as to th 
situation in this respect in Illinois. Asa matter of fact, under the Illinois law th: 
benefit for base year earnings of $600 would be payable for a maximum period of 
10 weeks, as compared with the 26 weeks for which unemployment benefits are 
payable under the railroad system and the additional 26 weeks for which sickness 
benefits are payable. 

Thus, under the proposed schedule, a man with base year earnings of $300 1: 
$474.99 could collect a potential total of $780 in benefits for unemployment and 
sickness in a single benefit year. Under the Illinois law a person must have base 
year earnings of $400 to qualify for any benefit at all and the maximum total pay- 
able in benefits for earnings of that amount is $200. 

Under the present law, the daily benefit rate of $4, or $20 per week, applies 
to persons earning from $1,600 to $1,999.99 in their base year. The proposed 
schedule would make that benefit applicable to persons earning only from $750 to 
$999.99 in their base year, thus providing potential total benefits of over $1,000 
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in a single benefit year to persons with total base year earnings substantially less 
than that amount. This monthly benefit of $85 would be payable to steady part- 
time workers with average earnings as low as $62.50 per month. Under the IIli- 
nois law, these would receive a benefit of $10 per week, or about $43 per month, 
in a maximum total amount of about $275. 

The recommended schedule would reduce the base year earnings bracket now 
carrying the $5 daily benefit rate from the present $2,500 and over to from $1,300 
to $1,599.99 This would qualify for benefits at a rate of $108.33 per month, and 
in a potential total amount of $1,300, persons who had worked in 12 months of the 
year at average earnings of from $108.33 to $133.33 per month. The Illinois law 
would pay such persons from around $65 to around $80 per month and would in no 
event, regardless of the monthly rate, pay a maximum total in excess of $530. 

3. With one slight exception, in all the conclusions stated by him with respect 
to the relative liberality of benefits under the railroad system and the State sys- 
tems, the Chairman is careful to refer only to unemployment benefits, completely 
ignoring the benefits for sickness and maternity which the railroad system, alone 
among all unemployment compensation systems, provides at the sole expense of 
the employers. In the one brief mention which he makes of sickness benefits, he 
ignores the fact that of the four State systems which provide for sickness benefits 
two impose none of the cost, and the other two impose only a minor part of the 
cost, on the employers. He also completely ignores the fact that under three of 
these four State systems benefits for maternity sickness are specifically excluded. 

Only by ignoring all sickness benefits, which last year amounted to more than 
one-half of all benefits paid under the railroad system, and only by ignoring the 
contention made by the sponsors of this bill that sickness benefits are in fact 
benefits for a particular form of unemployment, could the Chairman find even 
colorable support for the conclusion stated on page 2 of his written statement that: 

“Vast improvements have been made in recent years in the State unemploy- 
ment laws with the result that the unemployment benefit provisions for railroad 
workers are now surpassed by those in he States with more than half of our Nation’s 
workers.”” {Emphasis supplied.] 

The same is true with respect to the assertion on page 10 of his written state- 
ment that: 

“In 16 States with 60 percent of the covered workers, the maximum amount 
payable for a year exceeds the maximum for unemployment under the Railroad 
Unemployment Insurance Act.”’ 

Under no State system can beneficiaries receive a maximum amount of benefits 
at the sole expense of the employers even approaching those payable in a benefit 
vear under the railroad system. Yet, the sole reference to sickness benefits made 
by Chairman Kennedy in the course of his comparison of benefits under the 
railroad system with those under the State systems is on page 10 of his written 
statement, where he says: 

“The maximum payment under three of the laws of the four States which pay 
sickness benefits is higher than ours and in the fourth State it is the same as under 
ourlaw. In one State, California, hospital benefits are paid in addition to sickness 
benefits. Incidentally, these States, though few in number, contain a fourth of 
the employees covered by State unemployment compensation laws.” 

In any comparison of these four State systems with the railroad system the 
basic consideration is that railroad employees pay nothing for the protection 
afforded them in the way of sickness benefits, whereas under the only four State 
systems which afford such protection the employees pay all or the major part of 
the cost. In California and Rhode Island they pay the entire cost through a pay- 
roll tax of 1 percent. In New Jersey the cost is financed by a tax of three-quarters 
percent on the employees and one-quarter percent on the employers. In New 
York the tax on the employees is one-half percent on all wages up to $60 per week, 
with the balance of the cost, if any, to be borne by the employers. 

Obviously, no fair comparison of the over-all liberality of svstems can ignore 
the matter of who pays for the benefits. This point, however, is not even men- 
tioned in the Chairman’s statement. Nor, although he mentions that in Cali- 
fornia “‘hospital benefits are paid in addition to sickness benefits,”’ does he deem 
fit to mention that in California, New Jersey, and New York maternity benefits 
are specifically excluded. 

Also in pointing out that the average of all weekly benefits paid for unemploy- 
ment under the railroad system in 1951 was lower than the average of those paid 
under all the State systems, the Chairman does not see fit to mention the fact that 
the average of the larger amount of sickness benefits paid under the railroad svs- 
tem in the same year was much higher than for the unemployment benefits. He 
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refers to his table 4 for his comparison. That table also ignores the sickn« 
benefits, but does not make clear that it does so. 

The Chairman also pays no regard whatever to the fact that, for the man: 
reasons pointed out in my testimony, the averages of all benefits paid under sys- 
tems that differ as widely in essential features as do the railroad system and t! 
Various State systems afford no indication whatever as to their relative liberalit) 
As I then pointed out, the average benefit under the railroad system could imme 
ately be increased to $25 per weck by merely deliberalizing the svstem to t 
extent of raising the qualifying amount to $2,500 and striking out from the benefit 
schedule all but the bracket carrving the $5 daily rate. 

$. Attempt to relate average benefits to weekly wages: One of the princip 
reasons urged by Chairman Kennedy in support of the proposed liberalizatio 
of the benefit schedule is that ‘earnings per week are currently (1951) 33 perce: 
higher [than in 1946]. But the average payment per week for unemployment 
the vear ended June 30, 1951, was only a few cents hig than in the first ve: 
after the 1946 amendments. Table 4 shows these figures’ . 3 of written stat 
ment 

He completely overlooks the fact, also shown on t, that for fiscal vear 
1046, before the 1946 amendments became effective, the average weekly benefit 
for total unemployment was 30 cents higher than the average for fiscal vear 1947 
after the maximum benefit had been raised from S20 to $25 by the 1946 amend- 
ments. It was also 1 cent higher in 1946 than in 1948 and 22 cents higher tha: 
in 1951. By reasoning on a parity with that which the Chairman would have 
follow, the liberalization of benefits made in 1945 was utterly futile. 

The figures shown on his table 4 as the average weekly benefits relate to the 
benefits paid to persons who were fully unemployed. The actual averages of al! 
daily benefits paid in each of the years are shown in his table 2. Here we find 
that the average daily unemployment benefit paid in fiscal vear 1946, before the 
1946 amendments became effective, was only 1 cent less than the average paid in 
fiscal vear 1947, after the 1946 amendments became effective and was 1 cent higher 
than the average paid in fiscal vear 1951. This all goes to show the utter im- 
propriety of accepting the average benefits under any two systems of unemploy- 
ment insurance as even remotely indicative of their relative liberality. 

As I pointed out in my previous testimony, under any benefit schedule the 
average benefit paid in a given year depends on the number of persons with hig! 
base vear earnings and with low base vear earnings who become unemploved 
and on the lengths of time for which they happen to remain unemployed. While 
rising wage levels increase the number who could qualify for the higher benefits 
and reduce the number who could qualify only for minimum benefits, they do not 
affect the number who do actually quality in either category. The true effect of 
rising wage levels is to increase the potential benefits for all potential beneficiaries. 
This, however, Chairman Kennedy completely ignores. 

For example, while, as shown in table 5 attached to the Chairman’s statement, 
93,849 persons had earnings in the benefit vear 1946-47 sufficient to qualify them 
for the minimum benefit, this number had decreased to 35,331 for the benefit 
year 1950-51. The number who could qualify for the rate just above the mini- 
mum dropped over the same period from 333,620 to 127,323. On the other hand, 
while 772,938 had earnings sufficient to qualify them for the maximum rate i: 
benefit vear 1946-47, this number had increased to 1,131,600 in benefit year 
1950-51. Obviously, if the same percentage of those eligible in each earnings 
bracket actually drew benefits each vear, the average benefit would increase with 
the average wage. In actual operation, however, those drawing benefits for un- 
employment in 1950-51 varied widely from the percentages in 1946-47. In the 
latter benefit vear, 4 percent of those eligible for the minimum benefit, and 7 
percent of those eligible for the next higher benefit, actually drew unemployment 
benefits, while only 3.9 percent of those eligible for the maximum rate drew any 
benefits. If the same pattern had held in 1950-51, there would have been some 
1,400 who drew benefits at the minimum rate and 8,900 who drew them at the 
next higher rate. Instead, the actual numbers were 3,400 and 17,000, respect- 
ively, or about twice the relative numbers in 1946-47. If the 1946-47 percentage 
of those qualifying for the maximum benefit had been repeated in 1950-51, 3.9 
percent, or 44,100, would have drawn the maximum benefit. Actually, however, 
only 36,100 drew such benefit. 

Thus, despite the liberalization of the benefit formula in 1946, and despite the 
increase in wages since that vear, there has been little change in the average 
daily rate of benefits, due to change in the pattern of unemployment during the 
period involved. It also should be added that average benefits are influenced 
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materially by the minimum qualification requirement for each level of benefits. 
Obviously, the more difficult it is to qualify for the lower benefits, the fewer will 
potentially be pavable, and under any pattern of unemployment this will be 
reflected in higher average benefits than if elfgibility for small benefits were 
less strict. , 

The decision to pay relatively small weekly amounts for 26 weeks to persons 
with short time employment in their base year, rather than substantially larger 
amounts for a brief period, will necessarily be reflected in low average benefits. 
rhe average is lowered not only by the fact that the low benefit is payable, but 
also by the fact that the long duration results in many small payments. Thus, a 
system producing relatively high average benefits may be, in fact, a much less 
liberal system than is one under which the average payment is much lower. 

Accordingly, whether applied to “average wages while working’’, or compared 
with payments under some other system, the average benefit vardstick is one of the 
most misleading of all standards that could be adopted. For this reason, the 
frequent and uncritical use of this vardstick by Chairman Kennedy to support 
his various conclusions completely discredits their soundness 

5. Relative costs of the railroad system and the State systems of unemployment 
insurance: For no conceivable reason, unless for the mere purpose of clouding the 
real issue, the Chairman makes the assertion on page 2 of bis written statement 

“The railroads will continue to be better off financially under the Railroad 
Unemployment Insurance Act than they would be under State laws even though 
the contributions for the Railroad Unemploy ment Insurance Act pay for sickness 
benefits as well as unemployment benefits.”’ 

This conclusion is not even borne out by the carefully selected facts presented 
in support of it. As a matter of fact, its inaccuracy is admitted by the author 
himself when he says, on page 17 of his statement: 

“Tt is true, of course, that as of the present date, the railroads have paid some- 
what more in unemployment contributions than they would have if they bad paid 
the average State rate from July 19389 to date. However, this difference will disap- 
peat in another vear or two.”’ 

How anyone who up to now is admittedly worse off than someone else could 
possibly be expected to “continue” being better off is difficult to comprehend. 

On page 16 of his statement, the Chairman says: 

“Beeause of the more conservative approach to financing under the Railroad 
Unemployment Insurance Act, it was possible in 1948 to reduce the contribution 
rate under the sliding scale adopted at that time to 0.5 percent The rate under 
State laws, including the 0.3 percent Federal tax, has meanwhile ranged from 1.6 
to 1.9 percent.”’ 

What the Chairman euphemistically refers to as “‘the more conservative 
approach to financing under the Railroad Unemployment Insurance Act”’ was tl 
imposition on the railroads of a 3 per cent payroll tax for 9's vears, including the 
period during and following World War I] when unemployment was at a minimum 
and when emplovers covered by the State svstems who bad good unemployment 
records were paying only a small fraction of this rate Wi 
svstems emplovers comparable to the railroads were able to build up satisfactory 
reserves at very low tax rates, the railroads were forced to build up a reserve o 
ofallreason. Afterall benefit payments, it had reached the figure of $956,282,000 
in 1948 when the sliding scale of tax rates was adopted 

The Chairman does not set out these pertine nt facts in ur taking to ¢ xplai: 
* * * the ri * to 0.5 


ile uncer the State 


; 


why “it was possible in 1948 to reduce 
percent.”” Nor would the inference obviously inten led to » drawn from his 
further statement that “The rate under State laws, including the 0.3 percent 


be a correct one. 


Federal tax, has meantime ranged from 1.6 to 1.9 pereent,” 
While making no direct assertion as to what the railroads actually would have 
paid under State laws, he leaves it to be inferred that they would have paid the 
average rate. Asa matter of fact, even a casual review of the matter would make 
clear that, under the experience 
railroads would have paid much less that 
payments to their employees were relatively insignificant prior 1 
for sickness benefits and, except for one year, the unemployment benefits have 
continued to be relatively low. For example, in the fiseal vear ending June 30 
1942, the benefits amounted to only 0.32 percent of the taxable payroll; in 1943 
thev amounted to only 0.05 percent in 1944 to only 0.01 percent; in 1045 to only 
0.02 percent; and in 1946 reached only 0.48 percent. As a matter of fact, except 
for the addition of sickness benefits, the costs of benefits would have been less 
than 1 pereent of the payroll for every year of the history of the system except 
that ending June 30, 1950. 


rating provisions of most of the State laws, the 
the average State tax rate Benefit 
the provision 
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In other words, if the railroads had been under the State systems over all the 
years, they would have had the benefit of the minimum, or near minimum, rat+- 
due to their excellent record of under-average unemployment. The present ten 
porary rate of one-half percent which they are paying is attributable solely to th 
fact that they paid hundreds of millions of dollars in excess payments befor 
receiving any relief from the 3-percent rate. 

The taxable payroll of the railroads from July 1, 1939, through June 30, 195! 
was $47,209,000,000 and all benefits for unemployment alone amounted |. 
$329,282,000. A l-pereent tax over the period would have amounted to $472 
090,000, far in excess of the amount needed for benefits. Even with a 1.6-peree| 
rate, including the 0.3 percent Federal tax paid by employers covered by the Stat» 
systems, the railroads would have paid in unemployment taxes for the perio 
July 1, 1939, to June 30, 1948, around $519 million, as compared with the $974 
million actually paid at the 3-perecent rate. The only indication of this in th 
Chairman’s statement is the mild remark already quoted that “It is true, of course 
that as of the present date, the railroads have paid somewhat more in contribu 
tions than they would have if they had paid the average State rate.” Then, to 
conclude the presentation which he made in support of his assertion at the outset 
that ‘‘The railroads will continue to be better off financially under the Railroad 
Unemployment Insuranee Act than they would be under State laws even though 
the contributions for the Railroad Unemployment Insurance Act pay for siecknes:- 
benefits as well as unemployment benefits’, he says, on page 17 of his statement: 

“By the end of fiscal year 1960 we estimate that the railroads will have achieved 
a net savings of $300 to $350 million under the amount they would have paid if 
they had paid the average State rate for the entire period since the beginning of 
our benefit program.”’ 

This statement is difficult to reconcile with the cost estimate of 2.7 percent of 
payroll for the proposed future program and with the recent experiene? in fiscal 
year 1950 in which benefits amounted to 3.16 pereent of payroll and would have 
amounted to about 4.5 percent had the proposed schedule been in effect during 
that vear. 

In any event, it is difficult to understand how a program paying unemployment 
benefits on a far more liberal scale than any State system, and in addition paying 
sickness benefits on the same basis as the unemployment benefits, all at the sole 


expense of the railroads, could possibly involve less cost to the railroads thin 
would be the case if they were covered by the State systems instead of their own 
Certainly, the Chairman fell far short of explaining how this 


could conceivably come about. 
(Whereupon, at 3:45 p. m., Thursday, March 6, 1952, the hearing 
was adjourned.) 


separate system, 
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